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Who Gets Most of the Profits— 
The Stockholder or Uncle Sam? 


A Study of Department Stores’ Profits 


T. Darr ELLSwortH 
Member of Faculty, New York University School of Retailing 


KARL GERSTENBERG 
Retail Consultant and Lecturer, New York University School of Retailing 


DIVIDENDS VS. TAXES 


During the past decade, the relative 
positions of the government's and of 
the stockholder’s claims on the net 
profits of department stores have been 
almost completely reversed. In 1938 
the stores paid 67 cents out of each 
dollar of net profits as dividends to the 
stockholder and only 20 cents as taxes 
to the Federal Government. In 1948 
they paid 37.7 cents as federal taxes 
and only 27.6 cents as dividends. The 
balance of net profits each year was 
retained by the stores to be added to 
earned surplus. These findings are 
based on the results of a survey of 
department-store profits completed re- 
cently by the New York University 
School of Retailing. 


REASON FOR STUDY 
The study was made by the School of 
Retailing because of the public agita- 
tion over high prices and the added 
implication that they were inherent in 
the excessive profits being reaped by 
industry. An attempt was made to fix 
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responsibility for the situation on a 
specific group. The Twentieth Century 
Fund’s excellent book, Does Distribu- 
tion Cost Too Much?, first focused 
public attention on distribution. The 
man-in-the-street forgot the sound con- 
clusions of the book and remembered 
only the sensational finding that distri- 
bution pre-empted for itself approxi- 
mately 59 cents out of every dollar he 
spent in a retail store. Since his only 
contact with distribution was through 
this omnipresent unit, he thought of 
retailing as representing distribution in 
its entirety rather than as only one stage 
in the distributive process. From this 
point it was but a short step to the con- 
viction that the retailer was the prime 
offender against his welfare. And the 
failure of retail prices to respond 
quickly to a downward trend in quota- 
tions on the commodity market seemed 
only to provide further justification for 
his conclusion. 


THE SAMPLE 


The department store, one of the 
more important groups of retail insti- 
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tutions, was selected as the basis for 
the study. No original research was 
undertaken. All of the data contained 
in the several tables are available to 
anyone having access to a good public 
library. The sample selected includes 
fifteen of the better known department- 
store organizations that publish their 
annual financial statements. Collec- 
tively, in 1948 these organizations 
operated a total of 213 units of varying 
sizes and types across the country. 
That year, their combined sales repre- 
sented about 36 per cent of the total 
sales volume of all department stores 
in the United States. 
PURPOSE OF STUDY 

It was not the purpose of the School 
of Retailing in making the study to 
attempt to answer the moot question, 
“Are profits too high?” Rather, the 
purpose was to provide a body of basic 
information about the profits of a group 
of well-managed stores representing an 
important type of retail institution 
and to show how the profits were dis- 
tributed among the several recipients. 
Next, it was believed desirable to indi- 
cate some of the possible difficulties 
involved in a discussion of “profits” 
because of the many and varied uses 
of the word. Lastly, it seemed neces- 
sary to list and discuss different ‘“yard- 
sticks” that might be used in measur- 
ing profits and to emphasize the need 
for determining the specific yardstick 
to be used in arriving at a set of results 
before attempting to draw conclusions. 


WHAT ARE PROFITS? 

The word “profits” probably has as 
many and as varied uses as any word 
in our language. For example, the lay- 
man uses it in one sense, the economist 


in another, and the accountant in still 
another. The latest edition of The 
American College Dictionary, pub- 
lished by Random House, Inc., sug- 
gests eleven possible uses of the word 
to the layman. These uses include the 
“pecuniary gain resulting from the 
employment of capital in any transac- 
tion,” “the ratio of such pecuniary 
gain to the amount of capital invested,” 
and “to take advantage.’’ The econo- 
mist thinks of the word as having such 
meanings as a share of distribution, 
compensation for risk taking, payment 
for the work of superintendence, and 
returns based on monopoly power. 
Probably one of the most satisfactory 
definitions of “profits” proposed by an 
economist is that given by Lewis H. 
Haney in his book, Economics in a 
Nutshell, published by The Macmillan 
Company in 1933. Professor Haney 
defines profits as “the share of the 
total product of industry which is 
attributable to enterprise.’ The ac- 
countant thinks of the word in terms 
of “gross” and “net’’ profits. It is the 
accountant’s conception of “net profits” 
that is used in this study. By “net 
profits” the accountant means the sur- 
plus left to a business after deducting 
all costs from net sales. 
YARDSTICKS OF PROFITS 

Determining whether the profits of 
a business are too little or too much 
requires some accepted standard of 
While 
there are not as many yardsticks avail- 
able for this purpose as there are uses 
of the word, there are at least two that 
consideration. For 


comparison or measurement. 


merit serious 
example, the consumer is interested in 
knowing what portion of the dollar 


that he spends in a retail store (over 
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THE CONSOLIDATED DOLLAR SALES, NET WORTH, AND NET PROFITS OF FIFTEEN DEPARTMENT-STORE 
ORGANIZATIONS CLASSIFIED TO SHOW DISTRIBUTION OF PROFITS, 1938-1948 (THOUSANDS OF DOLLARS ) 


DISTRIBUTION OF NET PROFITS 








Profits Profits 

NET NET Before Federal After Dividendsto Retained 

YEAR SALES WortH Taxes Taxes Taxes Stockholders Profits 
eles $ 728441 $ 389,476 $ 20553 $ 4,103 $ 16,450 $13,765 $ 2,685 
ee 868,257 396,277 32,935 6,005 26,930 16,116 10,814 
eee 917,980 399,648 40,841 10,109 30,732 15,662 15,070 
ee 1,082,129 399,363 61,916 26,103 35,813 17,115 18,698 
ae 1,015,994 408,913 81,348 51,356 29,992 14,215 15,777 
on ee 1,359,969 426,810 134,080 91,260 42,820 18,635 24,185 
a 1,525,871 451,248 161,105 113,672 47,433 20,285 27,148 
ee 1,758,840 502,578 181,485 121,732 59,753 23,434 36,319 
are 2,391,247 601,448 211,840 89,633 122,207 36,737 85,470 
ae 2,623,216 744,540 152,873 59,909 93,464 43,939 49,525 
eer 2,747,096 736,050 166,226 62,867 103,359 45,952 57,407 
Total.... $17,019,040 $5,456,351 $1,245,202 $636,249 $608,953 $265,855 $343,098 


Source: Moody's Manual of Investments, American and Foreign, 


Industrial Securities, 


1938-1948, published by Moody’s Investors Service, 65 Broadway, New York 6, 


New York. 


and above the original cost of the mer- 
chandise plus the expenses of handling 
the merchandise) is retained by the 
retailer in the form of profits. In other 
words, he is interested in knowing 
how much lower the price of the item 
he purchases would be if the retailer 
eliminated his profits. The consumer, 
then, is interested in a measure or 
yardstick of profits related to dollar 
sales. The investor, on the other hand, 
wishes to know the amount of return 
he is receiving on his investment. 
Accordingly, his yardstick of profits is 
a measure of their relation to the net 
worth of the business in which his 
money is invested. Each of these yard- 
sticks is used in this report in evaluat- 
ing the profits of the stores in the 
sample. 
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CONSOLIDATED SALES AND PROFITS 


The initial step taken in this study 
was to abstract the net sales, the net 
worth, and the net profits from the 
financial statements of the stores and 
to consolidate them as shown in Table 
I. Analysis of the figures discloses that 
the consolidated net sales of the stores 
made gains in every year except 1942, 
the first full year in which the United 
States was actively engaged in the 
Second World War. Actually, sales 
almost quadrupled in the full eleven- 
year period and more than trebled in 
the decade 1939-1948. The latter 
increase indicates that the stores in the 
sample achieved _ better-than-average 
sales gains for stores in their classifi- 
cation. This is indicated by the fact 
that the report on Merchandising and 
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Operating Results, published annu- 
ally by the National Retail Dry Goods 
Association, shows the average sales 


cents, leaving only 3.1 cents for allo- 
cation to dividends and earned surplus. 
For the eleven-vear period, the stores 





for the typical department store in 1948 earned an average of 7.2 cents on each Ss 
to be only two and_ three-quarters dollar received, but federal taxes ; 
times their amount in 1939, claimed 3.7 cents of this amount. 54 
Another interesting observation is le 
THE CONSUMERS YARDSTICK that, although the sample stores made of 
Table II] shows profits measured as a larger sales increase from 1939 d: 
percentages of net sales—the consum- through 1948 than the typical depart- “ 
er’s yardstick. The interesting feature ment store, they did not do as well ‘n 
of these figures is that they disclose profitwise. This is substantiated by a ” 
how much of the consumer's dollar second reference to the annual report ” 
was earned by the stores as net profits of the National Retail Dry Goods 
and how this sum was divided among Association. For instance, in 1939 the 
federal taxes, dividends, and earned general average of profits before taxes 
surplus. For instance, in 1938 the was 4+ per cent of net sales for the = 
stores earned 2.9 cents of each con- typical department store and 3.8 per 
sumer dollar as profits. Of this amount, cent of net sales for the sample stores. 
.6 of a cent went for federal taxes, 1.9 This condition held constant until 1944 
cents was used for dividends, and .+ when percentages were 12.3 per cent 
4 of a cent was allocated to earned sur- and 10.6 per cent respectively. No YE 
o plus. In 1944, the vear of highest per- attempt is made in this report to 193 
, centage of profits before taxes, the explain the reasons for this lack of 
" stores earned 10.6 cents of each dollar correlation between the sales and profits 194 
. received, but federal taxes claimed 7.5 gains of the sample stores. 194 
} 194 
% 194 
if, TABLE II 194 
2 THE CONSOLIDATED DOLLAR SALES AND NET PROFITS OF seein DEPART MENT-STORE peace tapecadaga 194 
” CLASSIFIED TO SHOW DISTRIBUTION OF PROFITS AS PERCENTAGES OF NET SALES, 1938-1948 194 
7 DISTRIBUTION OF NET PROFITS 
Net SALES Prorits BeroreE TAXES (PERCENTAGE OF NET SALES) 
( THOUSANDS Percentage Federal Profits Retained inv: 
YEAR or DoLvars) Dollars of Net Sale Taxes After Taxes Dividends Profits as 
TU5B acs | OME 20,553 2.9 x) 22 1.9 4 Ul 
PeOPscecn ee 868,257 32,935 3.8 Sf 3.1 1.9 1.2 
ee 917,980 40,841 4.4 1d 33 17 16 gre 
at Cee ie 1,082,129 61,916 5.7 24 RR 1.6 1.7 sale 
1942........ 1,015,994 81,348 8.0 a 29 1.4 1.6 inst 
'. eee 1,359,969 134,080 9.9 6.7 ne 1.4 1.8 fore 
(eee 1,525,871 161,105 10.6 75 34 1.3 18 on 
on ere 1,758,840 181,485 10.3 6.9 3.4 1.3 2.1 . 
1946........ 2,391,247 211,840 8.9 38 5.1 1.5 3.6 ih 
1947........ 2,623,216 152,873 3.8 23 3.3 17 18 hole 
PB i scene 2,747,096 166,226 6.0 2.3 3.7 17 2.1 divi 
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THE INVESTOR'S YARDSTICK 

In contrast with the consumer, the 
investor is interested in a measure of 
profits as a return on his investment. 
The selection of an acceptable yard- 
stick for this purpose presents a prob- 
lem since the prices paid for the stock 
of a corporation may vary widely from 
day to day. However, because of its 
acceptance by stockholders as a com- 
mon measure of a corporation’s earn- 
ing capacity, return on net worth, a 
book figure, is used in this study as the 


in 1938 to 6.2 per cent in 1948. In 
other words, the stockholder received 
3.5 cents on each dollar of equity in 
the stores in 1938 and 6.2 cents in 
1948. In addition, his dollar equity in 
1938 had almost doubled by 1948. 


DISTRIBUTION OF PROFITS 
Table IV shows the radical changes 
that occurred in the distribution of net 
profits from 1938 through 1948. Analy- 
sis of the figures discloses several inter- 
esting trends. For instance, the part of 


TABLE III 


THE CONSOLIDATED NET WORTH AND NET PROFITS OF FIFTEEN DEPARTMENT-STORE ORGANIZATIONS 
CLASSIFIED TO SHOW DISTRIBUTION OF PROFITS AS PERCENTAGES OF NET WORTH, 1938-1948 


DISTRIBUTION OF Net Prorits 


Net WortTH Prorits BEForE TAXES (PERCENTAGE OF Net Worth) 

(THOUSANDS Percentage Federal Profits Retained 
YEAR or DoLLars) Dollars of NetWorth Taxes After Taxes Dividends Profits 
ee 389,476 20,553 52 1.1 4.2 5 . 
IRIS A | 32,935 8.3 1.5 6.8 4.1 yar | 
eee 399.648 40.841 10.2 yA t fej 3.9 3.8 
a 399,363 61,916 15.5 6.5 9.0 4.3 4.7 
See 408,913 81,348 19.9 12.6 9.3 i 3.9 
eee 426,810 134,080 31.4 21.4 10.0 44 5.7 
eee 451,248 161,105 30.7 25.2 10.5 4.5 6.0 
ME 6 sino ssc OFS 181,485 36.1 24.2 11.9 4.7 IZ, 
1946..... ... 001,448 211,840 35.2 14.9 20.3 6.1 14.2 
1947..........744,540 152,873 20.5 8.0 12.6 5.9 6.7 
1948..........736,050 166,22 22.6 8.5 14.1 6.2 7.8 


investor's yardstick. Profits, expressed 
as percentages of net worth (Table 
III), appear to be about three times as 
great as when measured against net 
sales—the consumer’s yardstick. For 
instance, in 1945, when net profits be- 
fore taxes were 36.1 per cent in terms of 
net worth, they were only 10.6 per cent 
in terms of net sales. And the stock- 
holder seems much better treated since 
dividends increased from 3.5 per cent 
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each dollar of net profits distributed 
to stockholders as dividends dropped 
from 67 cents in 1938 to 27.6 cents in 
1948, although dividends as a rate of 
return on investment had almost 
doubled. On the other hand, the siz- 
able increase brought about by the war 
in the part of each dollar of net profits 
claimed by federal taxes makes the 
government appear to be the major 
partner in these enterprises. Lastly, the 
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TABLE IV 


THE CONSOLIDATED DOLLAR NET PROFITS OF FIFTEEN DEPARTMENT-STORE ORGANIZATIONS CLASSIFIED 
TO SHOW THEIR PERCENTAGE DISTRIBUTION, 1938-1948 


PERCENTAGE DISTRIBUTION OF NET Prorirs BEFORE TAXES 


NET PROFITS Fedcral 
YEAR BeroreE TAXES Taxes 
(RRR SAE Ra Ae 20,553 20.0 
1) ae Ere 32,935 18.3 
ERS caibsssihe¥y 40,841 24.8 
| gpg Bade tered 61,916 42.2 
iL | SOAs he 81,348 63.1 
PGs ess sk baseieke 134,080 68.1 
SOE Exs Sas d aanee 161,105 70.6 
MO tes hee te eee 181,485 67.1 
Se aks 5 er eee 211,840 42.4 
RORGG \idbuaneanwe 152,873 38.8 
RMN ce aemers sie 166,226 37.7 


annual increments to earned surplus 
in the form of retained profits almost 
trebled during the period. 


COMPARISON OF MANUFACTURING AND 
RETAIL PROFITS 


The study would be seriously remiss 
if it did not include some comparison 
of the profits of the stores in the sample 
with those of the manufacturing and 
general retail trades. Table V shows the 
profits of the three groups of organiza- 
tions measured as percentages of their 
net sales. The data for the manufactur- 
ing and general retail trades was taken 
from Profit Margins and Prices, Re- 
search Department, National Associa- 
tion of Manufacturers, February 15, 
1949. The comparison discloses that 
the profits of the stores in the sample 
exceeded those of the general retail 
trade every year from 1938 through 
1948. In turn, the profits of the sample 
stores were exceeded by those of the 
manufacturing trades in every year 
except 1945 and 1946. 


Net Prorirs AFTER TAXES 


Retained 
Total Dividends Profits 
80.0 67.0 13.0 
81.7 48.9 32.8 
52 38.3 36.9 
57.8 27.6 30.2 
36.9 Av 19.4 
31.9 13.9 18.0 
29.4 12.6 16.8 
32.9 12.9 20.0 
57.6 17.3 40.3 
61.2 28.8 32.4 
62.3 27.6 34.7 


LIMITED DATA 


Are the profits of department stores 
or of manufacturing or general retail- 
trade corporations too high? One might 
be inclined to answer the question on 
the basis of such limited data as are 
included in this study. Such answers 
could prove immature and not only 
unfair to the organizations concerned 
but exceedingly dangerous to the 
national economy. For instance, one 
might elect to criticize department 
stores for increasing the percentage of 
net profits allocated to earned surplus 
at the expense of dividends without 
considering the factors involved in this 
decision. To illustrate, what is the 
nature of the earned surplus of a 
business organization and what  pur- 
poses does it serve? 


EARNED SURPLUS 


Earned surplus amounts to a form 
of business insurance that provides at 
least three types of protection. First, 
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a company must accumulate adequate 
reserves during periods of prosperity 
to tide its operation over lean years. 
Next earned surplus may be used to 
improve, expand, or strengthen the 
operation of an organization during 
times when it is impossible to obtain 
adequate risk capital to carry out such 
projects. For example, according to 
data taken from a talk on “The Con- 
troller and Corporate Finances” made 
in January 1949 by Paul Mazur before 
the Metropolitan Controllers’ Associa- 
tion, of the 27 billion dollars invested 
in American industry in 1947, 11 bil- 
lion were derived from retained profits, 
9 billion from depreciation reserves, 3.5 
billion from insurance-company loans, 
2 billion from bank loans, and 1.5 bil- 
lion from sales of equity. Finally, 
earned surplus may be used to bridge 
the gap between depreciation based on 
original low costs of fixed assets and 
higher replacement costs. Might not 
these reasons alone supply adequate 


justification for the decisions of the 
department stores to increase their rate 
of accumulating earned surpluses ? 


PROFITS COMPARISONS 

Again, one should not be too hasty 
in drawing conclusions about differ- 
ences revealed by comparisons of the 
relative profits data of the several types 
of business corporations. Such differ- 
entials may be due to the varying 
degrees of efficiency of capital utiliza- 
tion by the organizations. This point is 
illustrated by the unequal percentages 
of returns on sales shown in Table V. 
Perhaps the manufacturing corpora- 
tions require a higher percentage of 
return on sales—the consumer’s yard- 
stick—than either the department 
stores or general retail trade to pro- 
duce a rate of return on investment 
adequate to attract the risk capital 
needed to finance their operations. For 
instance, the general retail trade in- 
cludes a relatively high proportion of 


TABLE V 


NET PROFITS AFTER TAXES OF MANUFACTURING AND RETAIL TRADE CORPORATIONS AND OF FIFTEEN 
DEPARTMENT-STORE ORGANIZATIONS CLASSIFIED TO SHOW PROFITS EXPRESSED AS 
PERCENTAGES OF DOLLAR SALES, 1938-1947 


FIFTEEN DEPARTMENT- 


* CORPORATIONS STORE 
YEAR Manufacturing Retail Trade ORGANIZATIONS 
SES ic kee 3 oes eee ee 3.5 7 2.2 
os NN ae AE 4.4 Ju 
ee Aj 17 33 
Re ices sews Ssh SR 4.4 1.0 i 
Renee iio ua Re cies 3.8 1.7 2.9 
BO FN 4.2 @etine, ary 4:01 0rd 3.5 2.6 3.2 
Un eee. 3.8 2.8 3.1 
1g Ae ar 2.9 3.4 
ee ee 2.3 Si 
NPA Soiseece axa ak we 4.4 2.5 35 


*Source: Profit Margins and Prices. Research Department, National Association of 


Manufacturers, February 15, 1949, 
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chain and food stores. These organiza- 
tions frequently operate on the basis 
of a high rate of stock turnover and a 
low percentage of profits on sales. As a 
case in point, the A & P carried a full- 
page advertisement in most of the 
major newspapers across the country 
during the spring of 1948. In this ad- 
vertisement the company specifically 
stated that its low prices were due to 
an integrated operation and to a low 
rate of profits on sales of one half of 1 
per cent. 


SUM MARY 

The study presents a body of basic 
data about the net profits of a group 
of well-known department-store or- 
ganizations. No attempt is made to 
interpret any of the data as indicating 
that the profits of these organizations 
are too high or too low. Rather, empha- 
sis has been placed on high lighting 
some of the more significant findings 
and on directing the attention to lines 
of thought they suggest. For instance, 
the change in the relative claims of 
the government and of the stockholder 
on net profits is extremely significant. 
It is also of considerable consequence 
that, despite this reversal of position 
of the several claimants, the stock- 
holder of these department stores fared 
decidedly better from 1938 to 1948 than 
the depositor of funds in a savings 
bank. Whether this advantage of the 
stockholder would have existed had 
the organizations paid inadequate divi- 
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dends to attract and hold capital funds 
is a point that many people will debate. 
Again, might the stores not have seri- 
ously jeopardized their competitive 
positions if they had charged prices 
that were too high or paid wages that 
were too low? And a new line of 
thought is suggested by each of the 
several viewpoints from which this 


data is viewed. 


A MOOT QUESTION 


But there is at least one conclusion 
about the data and the problem to 
which it relates that cannot be escaped. 
It is that the question, ‘Are profits too 
high?’ is a moot one that has chal- 
lenged the consumer, economist, la- 
borer, philosopher, and politician over 
the centuries. To date, no answer to 
it has been found that will satisfy the 
several interests involved. Perhaps now 
that Congress has again brought the 
question into sharp focus by appointing 
a Senate-House Economics Subcom- 
mittee to investigate the profits of 
industry, new light will be shed on 
the subject. However, to hope that 
the answer to this age-old question is 
close at hand would appear to be the 
essence of an extreme form of opti- 
mism. But that it will continue to be 
a popular subject of conversation is 
unquestioned because people always 
manage somehow to talk most about 
things they know least. And is there 
anyone who will deny that profits fall 
into this category - 
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Romance in Truth 
The Story of Diamonds and Diamontology 


Meyer B. Barr 


President, Barr's, Jewelers and Silversmiths, Philadelphia, Pa. 


AN AGE OF SPECIALIZATION 

The twentieth century has spawned 
an age of specialization. No business, 
industry, profession, or science has 
escaped a breakdown into its compo- 
nent parts, each a functioning entity 
within itself. Currently, even sports 
are being touched with its magic. But 
specialization is not a new idea. Plato 
discussed it at length in his famous 
Dialogues, and Adam Smith treated it 
extensively in his equally well-known 
Wealth of Nations. It was born of the 
Industrial Revolution and nurtured 
during the following centuries. Today, 
although specialization pervades every 
walk of life, its many advantages are 
continually being adapted to new tasks. 


SPECIALIZATION IN THE JEWELRY 
TRADE 

For instance, there is our great mer- 
cantile system. Think of the many units 
into which it has been divided and then 
select one of these units, the retail 
jewelry trade. Consider only the fields 
of specialization that have developed in 
this unit during the past few decades. 
Of the latter, the most noteworthy are 
those of the gemologists, horologists, 
metallurgists, and = silversmiths. An 
even newer and more highly concen- 
trated jewelry specialty than any of 
these is that of the diamontologist— 
the expert in grading, assorting, and 
fashioning diamonds. 
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HISTORICAL BACKGROUND OF AMERICAN 
JEWELRY BUSINESS 

Historically, the retail jewelry busi- 
ness of America has been limited 
largely to a father-and-son type of 
existence and outsiders have received 
little assistance or encouragement in 
learning its trade secrets. The situation 
has precluded the possibility of the de- 
velopment of adequate training pro- 
grams in gems and precious metals. As 
a result, a preponderant majority of 
modern retail jewelers know little more 
about the merchandise in which they 
deal than they learn from their sources 
of supply. And the individual retail gem 
customer probably has even less knowl- 
edge about the object of his desire. His 
only protection is his faith in the retail 
jeweler from whom he makes his pur- 
chase. It constitutes an excellent illus- 
tration of “the blind leading the blind.” 
Yet, despite these handicaps, gems total 
about 40 per cent of a thriving retail 
jeweler’s sales, and diamonds represent 
about 90 per cent of the total gem 
volume. The science of diamontology 
has developed out of a desire on the 
part of leading jewelers to correct this 
paradoxical situation. 


THE OBJECTIVES OF DIAMONTOLOGY 

The objectives of the science of 
diamontology are to provide retailers 
specializing in this field with a practical 
and thorough knowledge of diamonds 
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and to assist them in developing a 
sound business philosophy and ethical 
procedures. A diamontologist is obli- 
gated to know his diamonds and their 
sources, to be skilled in diamond as- 
sorting and fashioning methods, to 
know how to evaluate diamond quality 
resulting from precision of refraction, 
and to be able to differentiate between 
faulty and good gem material. Lastly, 
it obligates a retailer to keep faith with 
his customers and not to violate any 
confidence placed in him. 


WHAT IS A DIAMOND? 


A diamond has a magical charm. No 
other bit of precious earth holds such 
concentrated and enduring beauty. This 
incredible stone is the simplest and 
purest of all minerals that are found 
in a natural condition. The diamond is 
composed of a single element—pure 
carbon, crystallized. Thus it is chem- 
ically the simplest of all gems, and its 
composition is the same as lamp black 
and graphite! Nature’s softest and hard- 
est, dullest and most brilliant materials 
are chemically one and the same. Car- 
bon is the world’s commonest element 
and is found in all living matter and 
in the most precious stone. This beau- 
tiful, fiery gem stone has long intrigued 
mankind, especially its metamorphosis 
from a dull-looking pebble into a spark- 
ling ball of fire. Both men and women 
are attracted to diamonds, not only be- 
cause they are rare, but because they 
have enduring 
beauty. 
jewelry is a perfect heirloom piece, a 


incomparable — and 
Indeed, a piece of diamond 


strong and binding link in a family’s 
history. And a diamond is the accepted 
symbol of betrothal—a promise of faith 
and long happiness. 


WHERE DIAMONDS ARE FOUND 
The sources of diamonds are more 
numerous and diverse than most people 
realize. The map below shows the many 
parts of the earth where diamonds have 
been found and where they are still 
being mined. The diamond-mining in- 
dustry began in India about the ninth 
century before Christ and, until the 
middle of the eighteenth century, over 
2,600 vears, was mostly occupied with 
supplying the hundreds of Indian po- 
tentates with their multimillion-dollar 
diamond collections that stir today’s 
imagination. 








PRINCIPAL SOURCES OF DIAMONDS 


The great turning point in diamond 
history occurred in 1867, the eventful 
vear in which the largest diamond fields 
in all history were discovered. The 
chance finding of a “pebble” on the 
banks of the Vaal River by the small 
son of a Boer farmer uncovered one of 
South Africa’s greatest 
wealth. In the eighty vears since, the 
mines of South Africa have produced 
three fourths of all the diamonds owned 
by man! Until the discovery of these 
fields, diamonds were found in alluvial 
beds, washed during the centuries from 


sources of 


sources deep in the earth. However, in 
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South Africa, diamonds are wrested 
from the original rock matrix. 

Unlike the alluvial beds in India and 
South America and the Vaal River dig- 
gings in Africa, the great diamond 
workings of the famous Kimberly mine 
(Figure |) are situated in vast volcanic 
tubes or pipes through which, in the 
remote past, molten rock was forced 


Figure I 


CONTAINING 
_ iy } BLUE ROCK 


DIAMOND MINING 


up from the earth’s interior through 
overlying layers of shale, conglomer- 
ates, and gneiss. The filling of these 
voleanic pipes consists of a volcanic 
rock known as “blue ground” which is 
the source of diamonds. By 1900 the 
great South African diamond fields had 
yielded the enormous total of seven and 
one-half tons of rough diamonds which, 
after cutting, had a value of nearly one- 
half billion dollars. Today South Africa 
furnishes the world with 98 per cent 
of its diamonds. 


HOW DIAMONDS ARE MINED 
People frequently imagine that dia- 
monds are to be had for “the picking.” 
Even in South Africa this is far from 
the case. Astronomical quantities of 
blue ground have to be brought to the 
surface from thousands of feet below, 
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crushed, and spread out on the “floor” 
(open stretches of veldt) for periods 
ranging from six months to two years. 
Through the action of rain and 
weather, the blue rock is transformed 
into vellow ground that can be run 
through a series of washing devices 
and then sifted to separate the elusive 
“pebbles” which are the diamond 
rough. It takes nearly 250 tons of rock, 
blasted from deep within the earth’s 
crust and processed through many 
painstaking and precarious stages of 
sorting, to produce a single carat of 
fine, gem-quality diamonds. It can be 
readily recognized that much of the cost 
of producing diamonds is in mining. 
Diamonds found in the gravel and 
conglomerates of the river beds and 
streams leading to the sea are panned 
like gold. The entire output of Brazil 
and India are produced from such 
alluvial sources. Currently, much of this 
type of mining operation is highly 
mechanized. Huge dredges are used to 
raise the diamond-bearing conglomer- 
ates from the river beds, then hydraulic 
pressure is employed to sift out the 
diamonds. Where diamonds are im- 
bedded in solid rock, they must be 
mined in the earth, somewhat like coal. 
For instance, the Kimberly mine, 
long since mined out, became a danger- 
ous pit, very wide and a quarter of a 
mile deep, within a few years after the 
original claims (each 31 feet square) 
were staked out and mining operations 
begun. In this hole rival pioneers often 
fought to death over their claims and 
finds. Cecil Rhedes suceeded in obtain- 
ing control of the separate small claims 
and, by amalgamating them into a huge 
corporation, ended the bitter feuds. He 
also developed a better method of min- 
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ing. The subsequent mining operation 
took the form of shafts sunk a thousand 
feet from the rim through the reef. 
From these shafts the diamond-bearing 
blue rock was reached through lateral 
tunnels leading into the roots of the 
prehistoric volcano. These vertical 
shafts are sometimes as much as 4,000 
feet deep and represent a typical rea- 
son for the ever-increasing cost ot 
diamond mining today. However, it 
provides the most satisfactory way of 
making available the resources of the 
blue-ground deposits contained in the 
volcanic roots. 


OUTSTANDING CHARACTERISTICS OF 


DIAMONDS 

Two of the most outstanding charac- 
teristics of the diamond are its astound- 
ing hardness and its extremely high 


Figure [1 
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THE ASTOUNDING HARDNESS OF DIAMONDS 


index of refraction. For instance, the 
first of these characteristics, hardness, 
contributes greatly to the beauty of a 
gem as well as to its durability. The 
brilliant luster that is: so attractive a 
feature of the diamond fs made possible 
largely by the permanent polish that 
can be given to the stone. Too, the dia- 


1] 


mond is the hardest of all substances 


and will scratch anything else. The lay- 
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man finds it difficult to realize how 
hard the diamond is in comparison with 
other substances. Actually, the diamond 
is 85 times harder than the ruby or sap- 
phire, the only substances that approach 
it. The unbelievable hardness of dia- 
mond is demonstrated by the fact that 
400 tons of fine copper wire long 
enough to go around the earth twenty 
times can be drawn through a diamond 
die before the die shows any noticeable 
sign of wear. And a diamond quarry 
saw will cut granite for nearly 2, 
continuous hours before requiring 
attention ! 

Again, the diamond possesses the 
highest known index of refraction, and 
more light rays are internally reflected 
in it than in other gems. These in- 
creased opportunities of internal reflec- 
tion account for the liveliness and bril- 
lance of a properly cut diamond. 
Sunlight, ordinarily considered to be 
white light, is actually the resultant 
effect produced by a combination of red, 
orange, yellow, green, blue, indigo, and 


the colors of the spectrum. 





violet 
Dispersion is the separation of ordinary 
white light into its component colors, 


Figure II] 





OPTICAL TERMS 


as by a prism. The faceted gem con- 


tains many prism combinations which 
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break up white light into its colored 
components. The widest 
thus the liveliest play and most brilliant 
flashes of the spectrum colors, is ex- 
hibited by a diamond when it is cut for 


dispersion, 


maximum brilliance. 


THE ART OF DIAMOND CUTTING 

In their natural state, diamonds may 
or may not have distinctive forms with 
plane and lustrous faces. Often their 
faces and edges have suffered the attri- 
tion of the countless ages since their 
formation and have been completely 
well- 


rubbed leaving 


rounded pebble. Even the most nearly 


away only a 
perfect crystal in its rough state is likely 
to reveal little of its potential beauty 
The surface of the 
transparent, uncut stone might be com- 


and symmetry. 
pared to the surface of a body of water 
Figure IV 


PRINCIPAL FORMS OF DIAMOND CUTS 
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broken by waves and ripples. Only 


when its surface is smooth is it possible 
to look into its depths and determine its 
individual qualities. This task is accom- 
plished by the precious-stone cutter 


who gives each stone the facets or mir- 
rors necessary to. bring out its refrac- 


lian 1 
diamonds, 


the reflec- 


tion, color, and brilliance. In 
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THE AMERICAN MAKE 

Diamond cutting, then, is a most 
exacting science. During the past 
decade American precision methods 
have developed the so-called “Ameri- 
can Make’ which is superior to and 
preferred to the older and_ typically 
overseas “European Make.” When we 
speak of the “make” of a diamond, we 
refer to the manufacturing process that 
changes a rough stone into a cut and 
polished diamond. A stone is consid- 
ered “well made” when it is symmetri- 
cal, properly proportioned, evenly fac- 
eted, and well finished. This means that 
a brilliant-cut stone must be absolutely 
round, that an emerald-cut must have 
parallel sides and evenly cut corners 
of the proper proportions, and that 
other shapes, such as the marquise, 
baguette, triangle, pentagon, and half- 
moon, must have their respective cor- 
rect proportions. 


BRILLIANT CUT 

With the discovery of the form of 
cutting known as “brilliant,” which re- 
veals the full perfection of its dazzling 
beauty, the diamond has assumed its 
present incomparable regency in the 
kingdom of precious stones. The “bril- 
liant cut’ is more popularly referred to 
language as the “round” dia- 
The factors to be 


considered in the 


in lay 
mond. important 
“make” of a round 
brilliant are: the proportion of the 


stone above and below the girdle, or 
the outermost edge of the gem; the 
thickness of the girdle; the size of the 
table, or the large horizontal mirror 
that forms the top of the gem; and— 
most important of all—the angles at 
table. Each 


must be cut and pol- 


which the facets meet the 


surtiace, or tacet 
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ished at the exact angle to take full 
advantage of the diamond’s unique 
powers of refraction and internal reflec- 
tion. Incidentally, the angle which the 
main facets at the bottom bear to the 
table is of paramount importance and 


Figure V 





OPTICAL CHARACTERISTICS 
IN DIAMOND CUTTING 


may not vary more than a minute frac- 
tion of a degree. In addition to this, 
similarly placed facets must be equal 
in size and shape, and their edges must 
meet sharply. Finally, each facet must 
be absolutely smooth. 


$1,000,000 a PpouND 

Poor “makes” are quite prevalent in 
the diamond market. Uppermost in the 
mind of the diamond cutter is the value 
of the diamond on which he is work- 
ing. A diamond of even the poorest 
quality is one of the most valuable 
materials known. There are about 2,268 
carats in a pound, so that even at an 
average price of $500.00 per carat an 
avoirdupois pound of diamonds is 
worth well over a million dollars. It is 
not always wise or profitable to finish 
each piece of rough in the finest 
“make.” The problem of the cutter is 
rather to get most value out of his 


material and thereby keep the cost of 
the finished series at a minimum. For 
example, rather than lose an additional 
20 per cent or 25 per cent in weight by 
cutting a poorly shaped stone into a 
well-proportioned diamond, it is better 
to leave the stone a little too thin or 
thick and to sell it for 10 per cent to 
15 per cent less than a well-made stone 
of the same weight would bring. An- 
other reason for not sacrificing material 
to achieve fine “make” is that smaller 
diamonds are worth less per carat than 
larger ones. And such material will, of 
necessity, be less brilliant because of 
less gathering of light rays within its 
poorer proportions. 


THE COLORS OF DIAMONDS 

Many confusing and not-too-descrip- 
tive trade terms are used in grading 
diamonds. These terms refer to the so- 
called “color” of the diamond. When 
the color of diamond is mentioned, the 
layman immediately thinks of “blue- 
white,” although he frequently does not 
understand its meaning. The Federal 
Trade Commission's definition of this 


Figure VI 
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white’ or any expression of similar im- 
port as descriptive of any diamond 
which shows any color or trace of color 
other than blue or bluish.” This clari- 
fication eliminates all but a minute per- 
centage of the world’s diamonds since 
very few meet these requirements. 


A WIDE RANGE OF COLORS 
Diamonds are not necessarily color- 
less, transparent gems. They range in 
color from the finest white to varying 
shades of straw vellow and dark coffee 
brown. The unusual colors, referred to 
in the trade as “fancies,” include 
orange, yellow-brown, green, red, pink, 
black, and canary-yellow, and_ often 
command increased values due to their 
variety. Colorless white stones, “first 
waters” as they are often called, show 
rainbow flashes in which blue predomi- 


nates. Hence the trade term “blue- 
whites.” Divergence from this pure- 
white standard is mainly in_ the 


direction of yellowish or brownish casts 
resulting from minute quantities of iron 
oxide. Since even a very slight shading 
of yellow is sufficient to lower materi- 
ally the grade and value of a diamond 
in the open market, a vigorous con- 
formity to a number of standard grades 
of color is in effect among sorters and 
merchants of diamond. These grades 
represent differences so slight that only 
long training and experience can detect 
them. It is customary for those who 
judge and appraise diamonds to view 
them on white “papers” beneath pure, 
direct northern light. Such illumination 
is free from the sun’s glare and reflec- 
tion. Breathing on the gems dims their 
brilliancy and permits their true color, 
or lack of it, to be more easily judged. 
Specifically, it must be remembered 
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in judging the color of a diamond that 
a mounting appears to enhance its 
color. Consequently, it is more difficult 
to determine slight differences in color, 
once the stone is set. The value of a 
diamond depends partly upon its color, 


Figure VII 





y) 
DIAMOND COLOR GRADES 
and'‘a very slight variation in shade can 
affect its value by as much as 15 per 
cent. It is, therefore, most important 
that the color be determined before the 
diamond is mounted. The only certain 
method of classifying a diamond for 
color is by comparison with another 





stone of known color. 


DIAMOND IMPERFECTIONS AND 
FLAWLESSNESS 

In addition to detailed minute sepa- 
ration of diamonds according to color, 
there is an even more important classi- 
fication within each color grade—a 
classification according to degree of 
perfection. Cutting, color, and perfec- 
tion—in combination with the size of 
the stone—determine its price. “Per- 
fect’ is a term frowned upon by ethical 
jewelers, for nothing in nature is ab- 
solutely perfect, and, if we examine any 
gem under a strong enough magnifica- 
tion, some faint irregularity will prob- 
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ably be found. To some diamond mer- 
chants, the term “flawless” is perhaps 
more acceptable although the Federal 
Trade Commission allows the use of 
“perfect.” According to the commis- 
sion, the term “perfect” is misused “if 
the diamond discloses flaws, cracks, 
carbon spots, clouds, or other blemishes 
or imperfections of any sort when ex- 
amined by a trained eye through a 
loupe or other magnifier of not less than 
ten power... .” Only a very small per- 
centage of the world’s rough diamonds 
are “perfect” stones. 
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IMPERFECTIONS AND FLAWLESSNESS 


lhe nature, size, and location of an 
imperfection are vital factors. Most ex- 
perts agree that a small black flaw is 
preterable to a larger white one. Simi- 
larly, a black spot, unobtrusively lo- 
cated, is less undesirable than a con- 
spicuously placed white one. Diamonds 
need not be absolutely “perfect” to 
possess full brilliance. Many stones 
have imperfections that are not visible 
except under magnification and that are 
not prominent enough to effect their 
brilliance. An expert might require half 
an hour to locate a flaw so tiny that it 
affects the value of a diamond by no 


more than 5 per cent. Such a diamond, 


when mounted, possesses all the sparkle 
and beauty of a perfect stone. 
THE DIAMOND SORTER 

The diamond, early in its travels, is 
introduced to the sorter, a kind of 
superexpert whose eye has been trained 
through years of practice to detect the 
slightest variation in color and to find 
flaws with an expertness which is little 
less than uncanny. The diamond ap- 
praiser sits with a pile of rough stone 
before him. He judges each stone an 
assigns it to its proper heap, rangin 
from that of the poorest industrial t 
that of the finest gem classification. Th 
skillful and experienced assorter de 
velops a sixth sense in evaluating th 
factors that determine a diamond’ 
quality. His integrity and _ reputatio 
assure the diamond dealer of a true 
and accurate representation of a diay 
mond’s imperfection or flawlessness: 
If the ultimate consumer will deal with 
a reputable, well-known, long-estab- 
lished firm, he need not fear the prin- 
ciple of caveat emptor. Such a firm 
has too much to lose by misrepresenta- 
tion and can ill afford any reflection 


upon its general integrity. 


INDUSTRIAL USES OF DIAMONDS 

Contrary to general belief, the dia- 
mond trade does not live on the sale of 
engagement rings. For the past ten 
vears, 95 per cent of all diamonds 
mined have been sold for industrial use. 
Industry has learned that it must have 
diamonds at any cost. It has so many 
uses for diamonds that our vast indus- 
trial machine would be practically 
halted without them... Diamonds are 


needed for high-speed, precision tools; 


for truing grinding wheels; tor dress- 
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ing wheels of emery, carborundum, ce- 
mented tungsten, and boron carbides ; 
and for turning machine tools. Indus- 
trial diamonds are not jeweler’s gems, 


Figure IX 


ror INDUSTRIAL USES 95% = SHMINY Oo 





SALE OF DIAMONDS 


but they are as hard. Fortunately for 
the jeweler, industry requires only the 
poorer, off-colored quality stones. This 
leaves the small percentage of gem 
quality for jewelry distribution. 


THE METRIC CARAT 

Diamonds are popularly thought of 
in terms of size, but are more accurately 
sold by weight. The metric carat, 200 
milligrams or one fifth of a gram, 1s 
now almost universally recognized as 
standard weight for precious stones. 
The word “‘carat’’—not to be confused 
with karat, the standard measure for 
pure gold—is said to have been derived 
from the name of certain seeds. Being 
fairly uniform in size, these seeds were 
used in early days as units of weight 
for gems. The carat is divided into one 
hundred points (one carat equals one 
hundred points; one-half carat equals 
fifty points). Note that the “size” of a 
diamond is interpreted by its weight 
since its “size” is often misleading. 
Many stones, cut to present maximum 
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size, are actually poorly proportioned 
and much lighter in weight than they 
appear. The surface, or spread, of a dia- 
mond is not directly proportioned to its 
weight; doubling the diameter spread 
of the round brilliant multiplies the 
surface appearance by four and_ the 
carat weight by eight. 


THE PRICES OF DIAMONDS 


For example, the average American 
girl today receives an engagement ring 
that costs approximately $200.00 and 
weighs about one quarter of a carat or 
twenty-five points. However, the stones 
might range in size from one-tenth to 
one-half carat and in quality for the 
same size stone, from $60.00 to more 
than $600.00. The reasons for this 
variation in price are many and should 
be stated to the ultimate purchaser in 
layman's language for his guidance and 
security. This will give him a basis for 
more than mere faith in the jeweler he 
patronizes. 

The substantial prices commanded 
by gem stones offset the moderate 
prices charged for the more common 
industrial diamonds. And, conversely, 
the large quantity of diamonds mined 
and disposed of in industry keeps the 
price of gem diamonds within reason- 
able limits. Too, large diamonds cost 
more per carat than small ones because 
fewer of the large are mined. For in- 
stance, a full carat stone might cost 
$1,600.00 or eight times as much as 
a one-quarter carat stone of the same 
quality. Another factor to consider in 
pricing diamonds is that they, like gold, 
have an investment value. While the 
possession of gold for investment pur- 
poses is forbidden, diamonds exist in a 


free market. An ounce of pure gold ts 
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worth $35.00 while an ounce of fine 
diamonds in moderate sizes would run 
as high as one quarter of a million 
dollars. 


THE LARGEST DIAMOND 


The largest ‘“‘gem’’ diamond ever 
mined is the Cullinan which was 
found in 1905 in the Premier Diamond 
Mines of South Africa. Before cutting, 
its size was about 2% by 4 inches, and 
its weight 3,106 metric carats—some- 
thing over one and a third pounds 
avoirdupois. The difficulty of finding a 
purchaser for the huge stone was solved 
when the Transvaal Government 
bought it to present to King Edward 
VII on his birthday. 


THE MOST FAMOUS DIAMOND 


The most famous diamond is the 
glamorous Kohinoor, whose fame is 
greater than that of any other gem in 
the world and whose very name has be- 
come synonymous with beauty and 
value! However, the Kohinoor is not 
the largest, the most brilliant, or the 
most transparent diamond known to 
man. Several other stones are larger 
and outrank it in brilliancy and color. 
In fact, the Kohinoor is not even a gem 
of the first water since it has a tinge of 
gray in its color. Nevertheless, as an 
instrument of fantastic adventures in 
crime this ancient gem is unsurpassed. 
The authentic history of this famous 
stone began very early in the fourteenth 
century, when it figured as a portion of 
the treasure taken from the reigning 
Rajah of Malwar, whose kingdom was 
conquered by a neighboring prince. For 
many generations previous to this time 
the Kohinoor had been in the posses- 
sion of the rulers of Malwar, and it is 
tradition that the stone was found: in 


the Godavary River, southern India, 
four or five thousand years ago. When 
Nadir Shah, the Persian conqueror, 
first saw the size and beauty of this 
peerless gem, which in its native cutting 
weighed 186 carats, he exclaimed 
“Kohinoor!” (mountain of light). It 
became the property of the British 
Government in 1849 and was officially 
presented to Queen Victoria, who 
caused it to be recut. Its weight was 
reduced to 108.93 carats. It was be- 
lieved, for centuries, that whoever 
owned the Kohinoor would rule the 
world; and that the owner, unless it 
were a woman, would be in constant 
danger. Perhaps that is the reason the 
Kohinoor is now set in the crown of 
the Queen of England. 


A SIMPLIFIED DIAMOND GRADING CHART 

The accompanying Simplified Dia- 
mond Chart is not intended as a fool- 
proof yardstick for grading and pur- 
chasing diamonds. There is always the 
possibility of “upgrading” goods by 
dealers whose ethics are lower than the 
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quality of gems they offer. The Dia- 
mond Chart is simply intended as a 
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thumbnail résumé of the principles of 
diamontology evaluated in this article. 
THE PURPOSE OF THIS PAPER 
This paper by no means constitutes 
the complete story of diamonds. Rather, 
it represents an illustrated summary of 
some of the elements of diamontology 
and is intended to assist the layman in 
approaching the task of purchasing 
diamonds with greater assurance and 
intelligence. Actually, it is a résumé of 
the beginning course in diamontology 
offered to its members by the Diamond 
Council of America. 
THE DIAMOND COUNCIL OF AMERICA 
The Diamond Council of 
grew out of a realization that only a 
limited number of America’s 25,000 
jewelers could qualify as diamond ex- 
perts and a desire to raise the status of 


America 


diamontology to a professional level. 
It was founded two years ago by a 
group of leading retail jewelry-store 
executives who believed that retail 
jewelers should take immediate steps 
to justify the confidence and responsi- 
bility placed in them by their custom- 
ers. A major accomplishment of the 
organization to date has been the devel- 
opment of a long-term program to raise 
the technical knowledge of the average 
retail jeweler to a_near-professional 
level. An educational division has been 
established to carry out this purpose. 
THE TRAINING PROGRAM 

The Educational Division of the 
America is di- 
Paul J. 


Science 


Diamond Council of 
rected by 
head of the Earth 
ment of the University of Pennsylvania, 


Professor Storm, 


Depart- 


with the assistance of several of his 
associates. The training program that 
is being developed consists of two cor- 
respondence courses which have been 
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prepared under the direction of Dr. 
Storm. The writing of a satisfactory 
examination is required for the com- 
pletion of either course. Specifically, 
the material covered and the objective 
of each course are: 

Course I. A general study of all gem 
stones, including diamonds. Satisfac- 
tory completion of this course will re- 
quire from 18 to 24 months and will 
lead to a_ certificate as a Guild 
Gemologist. 

Course II. A comprehensive study 
of diamonds that will require 24 months 
to complete. Enrollment for it is open 
only to Guild Gemologists and satisfac- 
tory completion will lead to a certificate 
as a Certified Diamontologist. 

CONCLUSION 

The progressive retail jeweler will 
seek out the information contained in 
this training program and will master 
it. This task will be made easier if he 
is a member of the Diamond Council of 
America. Otherwise, it will require 
many long hours of research and study. 
Too, the progressive jeweler will firmly 
fix in his mind his objectives for being 
in business and will resolve never to 
compromise his integrity. For example, 
if he buys gems at a low price because 
they are faulty in cutting proportion, he 
will offer them for sale on the same 
hasis. He will be sincere and enthusi- 
astic in presenting his merchandise to 
customers and will state clearly and 
concisely why he likes a certain stone. 
This constitutes real salesmanship—an 
all too rare quality among today’s 
sellers of goods. Too, it is the trade- 
mark of sound diamond merchandising 
and of a professional diamontologist. 
That is the goal of the Diamond Coun- 
cil of America. 








URL IT INAH ss Am a stmcemass 6 ces em 





Purity or Pretense? 


LAWRENCE C. LOCKLEY 


Professor of Marketing, Graduate School of Business Administration, New York University 


The rapidity with which our great 
department stores are appointing pub- 
lic-relations executives suggests the 
epidemic nature of a fad, or a sudden 
change in the nature of the relationship 
between store and customer. And for a 
department store—whose lifeblood is 
the constant stream of consumer con- 
tacts—to require a new sort of chap- 
eronage over these contacts is in itself 
a little ridiculous, if taken at apparent 
face value. 

When John Wanamaker was build- 
ing his little shop into one of the major 
stores in the country, or when Marshall 
Field was alarming Chicago merchants 
with his growth, or even when, later, 
Julius Meier was evading appointments 
in his office to wander through Meier 
and Frank and do a bit of selling behind 
a counter here and a counter there, the 
head of the firm needed no help in pub- 
lic relations. He understood his cus- 
tomers, bought merchandise for them, 
and adjusted his store’s services to the 
needs and wants of those customers. 

The customer and the store’s person- 
nel have always typically dealt face to 
face. The customer has always been 
right, and her good will has been the 
bread and butter of the store employee. 
Elaborate training programs have 
been carried on to make sure that 
everyone knew the importance of keep- 
ing the shopper's friendship. Everyone, 
from the president to the corps of ele- 
vator operators, has traditionally been 
charged with the responsibility for im- 
proving public relations. Larger stores 


have spent hundreds of thousands of 
dollars on the publicity used to extend 
this campaign. 

What has happened to make it neces- 
sary to delegate the superintendence of 
a function that used to be an important 
part of everyone's job? 

Some of it, of course, is mere fad. 
The person, in some stores, who used 
to be in charge of special events, or 
who decided to what “causes” to devote 
windows and auditoriums, may now 
be called a public-relations director. 
Where this title has been conferred 
without consequential change in func- 
tion, nothing of moment has occurred. 
We have just become a little more 
highfalutin. 

But if the job represents the emer- 
gence of a new, or newly realized, 
executive function in department stores, 
what significance does it have? There 
are two basic aspects to public relations 
as its techniques have been practiced 
in the industrial field : 

1. The first is the interpretation of 
the firm to the public. Historically, 
this was the first aspect of public rela- 
tions practiced, starting, as it did, with 
the attempt to get a great deal of free 
news-column space in the press. The 
application of this method of public re- 
needed for 


lations was particularly 


those firms that had large 
enough to attract considerable public 
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mately made friends with the public 
largely through the use of this type of 
public relations. 

Qn the other hand, such men as 
Henry Ford did not seem to need a 
sponsor. The Ford automobile, in spite 
of its ups and downs, provided Mr. Ford 
an adequate means of communication 
with the public. Wherever a firm has 
made or sold good products, with fair 
and honest methods, public-relations 
counsel has been less needed. 

2. The second aspect of public rela- 
tions has been the interpretation of the 
public to a remote management. 
Skilled public-relations men have in- 
duced rugged individualists to blunt 
their sharp edges. Corporation attitude 
with respect to labor policy, to financ- 
ing, to plant location, to methods of 
sale, and to relations with the govern- 
ment has been influenced by public- 
relations consultants in the industrial 
field. 

In the case of our major department 
stores, it seems unlikely that a new 
function which would require the inter- 
pretation of the store to the public has 
arisen. Moreover, the development of 
such a function would get in the way 
of a great many people. The publicity 
director, if he is good, is already carry- 
ing on that function in the store’s sales 
publicity. The store manager and the 
personnel department have been work- 
ing up training programs for just that 
purpose. 

The basis of the impression made on 
the shopper by the store is more likely 
to be the result of many years of con- 
sistent dealing than of a few strokes 
of modern business magic. Sears, Roe- 
buck and Company owes much of its 
f 


prosperity to the belief on the part « 
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the public that it lives up to its guar- 
antee. That confidence on the part of 
the public is based on experience. The 
reputation of Lord and Taylor for 
fashion is based on many years of 
fashion leadership. 

The department store does not need 
a public-relations officer to introduce it 
to the public. It is in contact with the 
public and by its day-to-day dealings 
has a better opportunity to build up or 
to erode good will than it could have 
in any other way. 

Almost by elimination we can con- 
clude that the function that might need 
performing is the interpretation of the 
public to the management of the de- 
partment store. It seems odd that a 
store which has many thousands of 
shoppers passing through its doors, 
among its aisles, and by its counters 
every day should need to learn about 
these same shoppers. Yet it may be so. 
It may be that the tendency toward an 
increasing reliance on public-relations 
directors is a symptom of remote 
management. 

It is becoming increasingly rare to 
have a store executive of policy-making 
level say to a caller, “Let’s walk through 
the store. I like to keep my eye on 
things.” Instead, he is more likely to 
hurry his caller a bit in order to attend 
one more committee meeting. 

Essentially, full-scale retailing is a 
personal sort of business. And yet, as 
it has increased in size, the typical 
store presents so complicated an ad- 
ministrative problem that its policy- 
making executives are more and more 
secluded by their duties and, it may 
be, by their preference. 

A graduate student at the School 


Continued on page 175) 
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Unnecessary Risks 


T. Dart ELLSwortH 
Member of the Faculty, New York University School of Retailing 


HAPHAZARD METHODS 


Too many retailers today take “un- 
necessary risks” due to the haphazard 
buying and selling methods they em- 
ploy. This lack of planning frequently 
results in a retailer having too high 
a percentage of his capital tied up in 
merchandise. Such a position is un- 
tenable in today’s highly competitive 
market. It reduces the effective use of 
retail capital through decreasing stock 
turnover; it involves unnecessarily 
high interest, insurance, storage, han- 
dling, maintenance, and other costs; 
and, last but not least, it runs the gamut 
of dangerously high inventory depreci- 
ation charges due to aging stock, un- 
favorable price changes, storage and 
handling damage, and unexplained loss. 


SMALL RETAILERS GREATEST OFFENDERS 

While large and small retailers are 
included among the unnecessary risk 
takers, the latter group is represented 
by the far larger actual and relative 
number of its members in this category. 
Unnecessary risks are probably the 
reason for such a preponderant: per- 
centage of retailers remaining small 
over the years while the more progres- 
sive, but far smaller number of their 
competitors, were growing big through 
the elimination of risk-taking. Its his- 
tory is the story of the development of 
retailing. .\ man having limited funds 
and great ambition would open a store. 
He knew little about efficient methods 
of store operation and management, 
and he learned little more from years 
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of experience running his own store, 
In effect, he became a_ storekeeper 
rather than a merchant. And his coun- 
terpart is found in stores carrying all 
lines of merchandise. 


TOO MUCH STOCK 


For example, there are a man and 
wife who own and operate a music 
store in a medium-sized city in one of 
the eastern states. They are very con- 
scientious about the operation of their 
business and are extremely hard work- 
ing. In fact, neither of them has ever 
been known to miss a day’s work, in- 
cluding Saturdays, Sundays, and _ holi- 
days, during the twenty years they 
have been in business. And neither of 
them has ever taken a vacation. Their 
store is their all-consuming passion— 
their work, their play, their religion, 
and their family life. 

But they have a problem. It is what 
to do with 40,000 old records they have 
accumulated over the years and are 
carrying in their inventory at the origi- 
nal cost. As for the real worth of the 
records, a merchant friend offered 
them six cents a piece for the records 
with the idea of reselling them at ‘‘four 
for a quarter’ to create traffic in his 
store. Needless to say, the man and 
wife were astonished by his offer and 
turned it down without consideration. 
They still have the records. 


EXISTING ON WARTIME PROFITS 


Again, there is a men’s clothing and 
haberdashery store located in a subur- 
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ban town within fifty miles of New 
York City. It is owned and operated 
by the two partners, related through 
marriage, who established it in the late 
twenties. The personalities of these two 
men are at variance. One is a fairly 
good businessman, but is more inter- 
ested in vacationing and hobbies than 
in the store. The other is extremely 
hard working and serious but a poor 
businessman. One part-time sales clerk 
is employed by the partners. The store 
caters to the upper-middle-class price 
bracket and does a cash business, except 
for a limited number of thirty-day 
charge customers. 

The annual retail sales volume of the 
store before the war and its average 
retail inventory were each slightly in 
excess of $50,000 and any profits were 
generally reinvested in merchandise. 
During the war the retail sales volume 
reached an annual figure of about 
$125,000 and profits increased to a 
point where the partners were able to 
draw sizable amounts from the business. 

Currently, the store’s annual retail 
sales volume has dropped to approxi- 
mately $100,000 while the average re- 
tail inventory hovers near $160,000, its 
wartime high. To maintain the inven- 
tory at this level has required each of 
the partners to reinvest some of the 
money he drew from the business dur- 
ing the prosperous war years. The sole 
reason they are able to stay in business 
is that they enjoy unusually low operat- 
ing expenses. But what will happen to 
the business if sales take a sudden drop 
and prices plunge to a new low? Such 
things have happened before; they 


could happen again. 
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DANGER SIGNALS 

There is real tragedy in these stories. 
It is neither that the 40,000 old and 
practically worthless records represent 
the life savings of the hard working 
music-store owners nor that the part- 
ners have their profits of many 
years of work invested in quantities of 
unneeded merchandise of questionable 
value. Nor is it that, despite long 
years of experience, neither pair has 
learned much, if anything, about the 
effect of age on merchandise and how 
to control this age factor through main- 
taining essential relationships between 
sales and inventories. Granted, these 
are tragedies to the individuals con- 
cerned. The real tragedy is rather that 
through their failures to learn how to 
operate their stores they have created 
stock conditions potentially dangerous 
to the healthy functioning of their re- 
spective trades. But to evaluate fully 
this potential threat requires a deter- 
mination of answers to two questions. 
For example, how many retailers 
throughout the country are currently 
carrying unnecessarily high invento- 
ries ’ Next, how far out of line are total 
retail inventories as a result of indi- 
vidual failures to balance stocks to 
sales? In substance, what is the total 
threat to the national economy resulting 
from unnecessary risks? 


SIZABLE NUMBER OF SMALL 
RETAILERS OVERSTOCKED 


A partial answer to the second of 
these questions is supplied in an article 
that appeared in a recent issue of Men’s 
Hear magazine. It was written by the 
well-known retail economist, A. W. 
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Zelomek. He indicated that while total 
national inventories were not alarm- 
ingly excessive there was a general 
tendency on the part of large retailers 
to be understocked and small retailers 
to be overstocked. But the implications 
of a sizable number of small retailers 
being heavily overstocked are disturb- 
ing, especially when it is remembered 
how notoriously limited their financial 
conditions usually are. This chronic 
condition magnifies the possibility of 
an unnecessarily large number of fail- 
ures among them, should the currently 
unsettled economic conditions result in 
an excessive lowering of the price 
structure. 


TAILORED FOR THE SMALL RETAILER 


The immediate concern, then, is how 
a small retailer can control his inven- 
tories, how he can maintain them at 
levels that will guarantee him maxi- 
mum sales and a gross margin adequate 
to cover his operating expenses and 
leave a satisfactory profit, how he can 
keep his inventories from getting over- 
loaded with old merchandise, in short, 
how to use the tools of merchandise 
management most effectively to control 
the unnecessary risks factor in his op- 
eration. Each of the steps of merchan- 
dise management—sales planning, mer- 
chandise planning, buying to plan, and 
merchandise control—will be discussed 
in turn as will also the meaning of the 
term. 


MERCHANT OR SPECULATOR 


A merchant might be defined as one 
who buys and sells goods for predeter- 
mined prices at a profit; a speculator 
as one who buys and sells goods in the 
expectation of profit through a change 


in their market value. Today's highly 
competitive conditions plus an ever- 
increasing emphasis o2 early style ob- 
solescence require the successful re- 
tailer to be a skilled merchant. Time 
is the essence of his operation. Goods 
held over a long period constitute un- 
necessary risks and a hazard to the 
efficient operation of his business. But 
the skilled merchant is seldom faced 
with this hazard. He knows the tech- 
niques of merchandise management and 
how best to utilize them to reduce this 
highly speculative and dangerous ele- 
ment in his merchandise operation to 
a minimum. 


MERCHANDISE MANAGEMENT DEFINED 


Simply stated, merchandise manage- 
ment is having the right merchandise 
at the right place at the right time in 
the right quantities at the right prices. 
The only possible fault to find with 
this definition is its seeming simplicity. 
It may lead the beginner in retailing 
to think of merchandise management as 
an unduly easy task—one requiring 
little knowledge and less work to em- 
ploy effectively. Such a conclusion can 
only result in failure for the one who 
attempts to install an effective program 
of merchandise management in his 
store on the basis of such faulty reason- 
ing. 

A SOUND PROCEDURE 

Merchandise management is a sound- 
ly conceived procedure. It involves four 
distinct steps: planning sales on the 
basis of past and current experience 
and anticipated future conditions, 
planning merchandise inventories based 
on the sales plans, buying merchandise 
at the planned time in the planned 
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quantities and at the planned prices, 
and controlling merchandise inventories 
to maintain all elements at desired 
levels—unit- and dollar-wise—and con- 
stantly to adjust them to the ever- 
changing business conditions. Its ef- 
fectiveness is determined by the ac- 
curacy, completeness, and relevancy of 
the data on which plans are based and 
how well it is adapted to current needs 
rather than to traditional methods of 
operation. A merchant knows that re- 
tailing is a dynamic field and fully 
realizes that the methods used to solve 
yesterday’s problems so_ successfully 
will seldom prove equally effective 
today. 


ADAPTABLE TO SPECIFIC NEEDS OF A 
STORE 


The average retailer can master the 
constantly improving techniques of 
merchandise management needed to 
conduct his merchandise operation at 
a high level of efficiency. And through 
this mastery he can lift himself from 
the category of “storekeeper” to that 
of “merchant.”’ At first he will find it 
necessary to give considerable time and 
effort to a careful study of the essen- 
tial techniques and to arriving at a 
decision regarding those best suited 
to his particular needs. However, this 
personal expenditure of time and ef- 
fort on the part of the retailer will 
gradually diminish as he gains famili- 
arity with their use. Eventually, he 
may even be able to turn much of the 
detail work involved in the operation 
over to a clerical assistant. But super- 
Visory activities and the effective use 
of the information the procedure makes 
available to him will still require many 
hours of his personal time. His experi- 
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ence should thoroughly convince him 
that he can adapt the techniques of mer- 
chandise management to the specific 
needs of his store at a cost within his 
budget. And he will be equally con- 
vinced that their use means hard, time- 
consuming work and eliminates much 
of the romance from retailing. 


MAKE A PLAN 


The first step in effectuating an ade- 
quate program of merchandise man- 
agement is to make a plan, the basis of 
which is an intelligent estimate of an- 
ticipated sales during the “planned-for” 
period. This actually constitutes an at- 
tempt to establish in advance goals for 
each of the major-profit elements of a 
retail business and should map out the 
nature and volume of future business, 
establish standards against which to 
measure actual operating results, and 
indicate the co-ordination among the 
several elements of the business neces- 
sary to assure the success of the plan. 
Most large stores usually develop a 
six-months’ plan. However, it would 
seem more feasible for the small re- 
tailer to do his planning on a “three- 
months’ moving-plan” basis. In either 
instance, the plan should be completed 
sufficiently in advance of the “planned- 
for” period to allow time for its ef- 
fective execution. 


FACTS NEEDED—NOT OPINIONS 


The plan should be based on sub- 
stantiated facts, not unsupported per- 
sonal opinions. Sound planning re- 
quires that a retailer accumulate all 
data available about his merchandise 
operation, past and present. He should 
leave no stone unturned in his search 
for accurate, relevant, and essential 
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facts. He should keep informed about 
what is happening in his own com- 
munity and in the country at large. He 
should know every fact that might pos- 
sibly have any bearing on the current 
or future status of his business. And, 
after he has gathered this data, he 
should put it into usable form, 1.e., 
analyze, classify, and evaluate it. 
THE SALES PLAN 

In estimating sales for the ‘planned- 
for’ period, a merchant will be espe- 
cially careful to consider every factor 
that might influence their trend. He 
will bear constantly in mind that the 
ultimate success of his plan—any re- 
turn he might hope to gain from his 
investment of time, effort, and money 
—must depend largely on the accuracy 
of his sales estimates. This is where 
his business experience, his ability to 
evaluate general economic conditions, 
and his common sense will stand him 
in good stead. 

Specific factors a merchant will con- 
sider in making his sales estimates will 
include past and current general busi- 
ness conditions and trends, an analysis 
of his potential market, his competi- 
tive position, the rate of growth of his 
store and of its several merchandise 
classifications, the seasonal  fluctua- 
tions of his sales, his expense and 
profit performances during the past 
several months and years, any special 
promotions he plans to offer, and un- 
usual problems of his store or of any of 
its several merchandise classifications. 
Armed with these data, he will best 
be able to estimate his dollar sales 
during the “planned-for” period and 
the amount he anticipates doing in 
each month, week, and day of the 
period. 


DETERMINE DOLLAR-STOCK REQUIRE- 
MENTS 


A merchant's next step will be to 
determine the dollar stocks he needs 
to provide his planned sales. This re- 
quires an average amount of skill in 
dealing with figures. It also demands 
a knowledge of turnover and _ stock- 
sales ratios, two of the better known 
operating ratios. 


OPERATING RATIOS 


To digress momentarily, operating 
ratios are the averaged operating 
statements of a group of stores. To 
have meaning, any set of operating 
ratios used by a retailer should have 
been computed for stores in his par- 
ticular line of business doing approxi- 
mately the same annual sales volume 
and offering the same quality of serv- 
ice. A retailer who has not done so 
already should take immediate steps 
to compute the turnover, stock-sales, 
and other essential operating ratios for 
his own store. He has a dual use for 
them: first, in his merchandise-man- 
agement planning and, next, for com- 
parison purposes with those for similar 
stores to determine weaknesses and 
strengths in his operation. 


PLAN MODEL STOCK 


But a merchant knows that his plan- 
ning job is not ended when he finally 
arrives at his dollar-stock require- 
ments. He must next plan merchan- 
dise assortments and the quantities of 
each item he will need in stock to 
satisfy the anticipated demand of his 
customers. This represents a real task. 
Prestige, promotional, and basic mer- 
chandise requirements and the price 
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mined. Then, the total is arrived at 
through the “build-up” method, i.e., 
building up to a total through the 
process of determining the number of 
units of each item and classification of 
merchandise. The final total represents 
the model stock, a term used to denote 
a merchandise assortment adjusted to 
customer demand. And a lesson one 
learns very early in this task is that 
turnover is not the same for all items 
and classifications of merchandise. 


BUY TO PLAN 


Now a merchant is ready to make 
his buying plan. This involves know- 
ing his stock on hand and then relat- 
ing it, item by item, to his stock plan. 
The purpose is to adjust purchases in 
order to maintain inventories at the 
planned levels in relation to. sales. 
Planned purchases, commitments, out- 
standing orders, and open-to-buy for 
each item of merchandise for the period 
must be accurately computed. In other 
words, before setting out on a buying 
trip or making any purchase, a mer- 
chant has the essential facts he needs 
to buy intelligently. In addition, he is 
familiar with the best resources from 
which to obtain his merchandise re- 
quirements and with the approximate 
dates he must make his purchases to 
ensure their timely arrival at his store. 
And he sticks to his plan. This does 
not mean that his buying plan is in- 
flexible; it means that he does not 
change it without a more adequate 
reason than a good sales talk on the 
part of a vendor or a salesrnan. 


TIMING 


At this point, it might be well to 
emphasize the importance of “timing” 
to an effective program of merchan- 
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dise management. The ever-increasing 
emphasis the American economy is 
placing on early style obsolescence is a 
factor that a merchant will keep con- 
stantly in mind. In timing purchases, 
he will remember his buying and sell- 
ing peaks (seasonal and other), the 
distance from his resources, available 
means of transportation and the time 
involved, possible delays in delivery, 
and his chances of “test-tube” buying 
any part of his merchandise require- 
ments. A merchant knows that through 
properly timing his purchases, he will 
be able to eliminate many unnecessary 
risks from his merchandise operation. 


SELECTING MERCHANDISE AND PLACING 
ORDERS 


Once a merchant has set out to buy, 
his carefully prepared and detailed 
buying plan is a major factor in making 
his buying decisions. When he selects 
an item of merchandise, he will do so 
only on the basis of being able to 
answer in the affirmative such ques- 
tions as: “Will my customers buy this 
item?” “Can I offer it for sale at a 
price they can and will pay?” “Is the 
quality-price relationship of this item 


oe 


equal to the standards I have set for my 
store 7” “Am I willing to stake the repu- 
tation I have established with my cus- 
tomers as a merchant and that of my 
store on this merchandise?” If he can 
answer yes to each question, then, and 
only then, will he buy a particular item 
of merchandise. Too, he will remember 
in writing the order that, duly filled out 
and signed, it constitutes a contract 
between himself and the vendor and 
that it must contain for their mutual 
protection all conditions of sale to 
which they both agree. Further, he 
will, if possible, have provided per- 
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sonal order forms on which to write 
the order. 


VENDOR RELATIONS 


A merchant's standing in his com- 
munity and in his trade is pretty much 
determined by his relations with his 
employees, his customers, and_ his 
vendors. Under no circumstances does 
a merchant interpret this to mean solely 
being thought of as a good fellow. He 
knows that the basis of any transac- 
tion is respect for his honesty and fair 
dealing and his ability to make good his 
promises. In his dealings with his 
vendors, he is scrupulously exact and 
considerate and bears in mind con- 
stantly the fact that his success and that 
of the vendor are interdenendent: if 
one loses, the chances are good that 


F 


Relationships Among Opening and 


the other will also lose. Here, the old 
saying, “Honesty is the best policy,” 
can be so rightly converted into “Hon- 
esty is the only policy.” A merchant 
can never have too good relations with 
his vendors. 


MERCHANDISE CONTROL 


So much for the planning and buying 
elements of merchandise management. 
Now, for the final element, merchan- 
dise control, the mortar that holds the 
over-all procedure together and makes 
it tick. Merchandise control is simply 
an organized system of recording and 
determining sales of merchandise, item- 
or dollar-wise. It tells a merchant 
quickly what merchandise he owns, 
what he has purchased, what he has 
on order, and what he has sold during 
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any given period. It can as easily prove 
the weakest as the strongest link in 
his operation. If it is strong, his suc- 
cess is ordained ; if it is weak, he might 
as well as close up shop. 


CONTROL SYSTEMS 


The several kinds of merchandise- 
control systems naturally group them- 
selves into sales-analysis systems and 
inventory systems. In the former type, 
sales are analyzed daily and the stock 
on hand at the end of a period is de- 
termined by adding purchases during 
the period to opening inventory and 
deducting sales. In the latter type, 
inventories are taken at frequent inter- 
vals and sales are determined by add- 
ing purchases to opening inventory and 
deducting the closing inventory. The 
relationships among these four fac- 
tors: the opening inventory and pur- 
chases, the sum of which is the total 
merchandise handled, and the closing 
inventory and sales are shown in 
Figure I. An inspection of this simple 
illustration indicates how easy it is, 
once three of the factors are known, 
to compute the fourth. .\nd this simple 
tool can be used in the computation of 
stock or sales for the store as a whole 
or a single division, department, classi- 
fication, or item of merchandise. 

A simple problem will best illus- 
trate the use of Figure | in computing 
the sales or closing inventory for a 
given period. For instance, a store has 
an opening inventory of $15,000 on the 
first of January. During the month, 
purchases amount to $10,000 and sales 
total $11,500. If these amounts are 
entered in the proper spaces in the 
figure, inspection indicates the total 
merchandise handled during January 


Winter 1949 


to be equal to $15,000 plus $10,000, or 
$25,000, and closing inventory for 
January to be $25,000 less $11,500, or 
$13,500. Again, if the opening inven- 
tory and purchases were the same as 
stated above and the closing inventory 
for January was $13,500, the same 
procedure would indicate sales for 
January to equal $25,000 less $13,500, 
or $1 1,500. 

Needless to say, the nature of the 
merchandise handled determines the 
type of control to be used. The only 
criteria to remember in selecting a 
system are: suitability, simplicity, ease 
of operation, and a cost that can be 
justified by savings resulting through 
its use. 


SUMMARY 


This is the story of how any re- 
tailer can reduce the speculative ele- 
ment in his business and eliminate un- 
necessary risks from his merchandise 
operation, how he can serve his cus- 
tomers better through having the 
proper assortments of merchandise at 
the right time and prices, how he can 
realize more adequate returns from his 
investment through the adaptation of 
the techniques of merchandise manage- 
ment to his operation. It describes how 
to effectuate a program of merchandise 
management, how to set about planning 
anticipated sales and merchandise re- 
quirements, how to buy needed mer- 
chandise and control inventories. It is 
a timely subject now that the postwar 
sellers’ market is ended and a buyers’ 
market is in the saddle once again. 


SUGGESTED ACTION 


There are probably many small re- 
tailers who realize the inadequacy of 
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their current operations and the un- 
necessary risks they are taking, but 
they do not know how to correct the 
conditions. Such an individual should 
make a thorough analysis of his cur- 
rent methods of merchandise manage- 
ment and familiarize himself with the 
latest and best developed techniques in 
the field. He should consider carefully 
in making any decision to adapt a 
particular technique to his operation 
since his store differs in many respects 
a fact 





from all other stores in the field 
for which he should be duly thankful, 
and seek out all sources from and 
through which information and _ train- 
ing in the field of merchandise manage- 
ment are available. 


SOURCES OF INFORMATION AND 
TRAINING 

A retailer may obtain information 
about the subject from his local 
chamber of commerce or board ot 
trade; his local, state, or national trade 
association; colleges or universities 
having departments of marketing or re- 
tailing; and the United States Depart- 
ment of Commerce. Institutions provid- 
ing training or capable of making it 
available to him include his local board 
of education, financially assisted by the 
Federal Government, a college or uni- 
versity currently offering training in 
retail-store operation, or his national 
trade association, which may be able to 
arrange with some leading university 
to conduct a short intensive course in 
his particular field of retailing. 

For instance, New York University 
School of Retailing conducted such a 
course for retail jewelry-store operators 
this past summer. It was offered under 
the auspices of the American National 


Retail Jewelers Association and the 
National Association of Credit Jewel- 
ers in co-operation with the Joseph 
Bulova School of Watchmaking. It was 
a two-weeks course for which enroll- 
ment was limited initially to twenty- 
five persons and was specifically de- 
signed to meet the special needs of per- 
sons operating retail jewelry stores. 
Special emphasis was placed on the 
fundamentals of store operation and 
the latest developments in the jewelry 
field. 


DEVELOP OPERATING RATIOS 


In effectuating an adequate program 
of merchandise management the small 
retailer will require a knowledge of the 
basic principles underlying operating 
ratios, their uses, and computation. If 
he has not done so already, he should 
compute them for his store and obtain 
those already available for his field 
from his trade association or the United 
States Department of Commerce. If no 
operating ratios are available in his 
trade, perhaps he will be able to en- 
courage their development. Possible 
persons and institutions he might inter- 
est in this work include outstanding 
fellow merchants, his trade association 
at the local, state, and national levels, 
leading manufacturers in the industry, 
his trade publication, or some = uni- 
versity school of business. 

For example, .J/en’s Il’ear magazine 
and the New York University School 
of Retailing are currently co-operating 
to make suitable and adequate operat- 
ing ratios available in the men’s cloth- 
ing and haberdashery field. The Na- 
tional Association of Music Merchants 
has initiated steps to make annual re- 
tail operating ratiossavailable to retail 
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music stores. The National Retail Dry 
Goods Association possibly does the 
outstanding job of developing operat- 
ing ratios for specialized groups of 
stores through its annual publication 
of Merchandising and Operating Re- 
sults for Department and Specialty 
Stores. Research would probably re- 
veal many additional instances of group 
co-operation in specific classifications 
of stores making available acceptable 
standards against which an individual 
member can measure his operation. 


CONCLUSION 
This is only a partial list of activities 
in which a retailer must engage if he is 
to improve his operation and eliminate 


unnecessary risks. In normal times they 
would probably prove adequate for the 


task. But these are not normal times. 
Currently, retail dollar-sales volume is 
declining, retail costs of doing business 
are rising, and the demand on the part 
of the consumer for lower prices is be- 
coming more insistent. And there is 
still a further complication for retailers, 
as a group, to consider. Some years 
ago a trend developed in a few lines 
of merchandise to narrow the gap be- 
tween costs of production and retail 
sales prices. Today, that trend is be- 
ginning to spread to other lines of mer- 
chandise. Collectively, these factors 
constitute a problem that will tax the 
joint efforts of all retailers to find a 
solution. They definitely represent a 
threat to the security of any individual 
retailer or field of retailing that ac- 
cepts unnecessary risks. 





Purety or Pretense? 

(Continued from page 165) 
of Retailing recently attempted to 
write a thesis on the nature of the 
public-relations task in the department 
store. After talking with all the public- 
relations directors he could locate, he 
gave up his topic because he could not 
get a clear statement from any one of 
them regarding their duties! Nor 
could he learn from the policy-level 
executives just what they expected of 
public-relations directors. 

The clear inference is that there is 
not. in a business as close to the public 
as the department store, the same need, 
or opportunity, for public-relations 
work that there is in the industrial firm 
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which must necessarily be remote from 
the public. And it 1s equally easy to 
conclude that the urge for public- 
relations executives on the part of 
management is due to the growing 
remoteness of management from the 
public and from the store’s dealings 
with the public. 

The problem seems to center on 
management, not on the nature of the 
department store. Possibly the solu- 
tion to the growing unrest of man- 
agement may lie in a readjustment of 
its attitude. Or perhaps the answer will 
be found in a realignment of execu- 
tive functions in the department store 
so that the immolation of the policy- 
level executive is no longer made nec- 
essary by the press of his duties. 
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OUTMODED ANTITRUST LAWS 


The civil antitrust suit against the 
Great Atlantic and Pacific Tea Com- 
pany should focus the attention of 
American consumers on our antitrust 
laws. Unfortunately, these laws can be 
likened to the bleating of stray sheep 
somewhere in the darkness and _ their 
wry sounds fill the national scene. This 
unhappy condition is the result of a 
vacillating antitrust policy too often 
supported by inadequate and inefficient 
administration of the laws. Since this 
attack on the A & P is not on the com- 
plaint of the American housewife, who 
is actually favorably disposed toward 
food chains, the general public should 
shed their apathy antitrust 
problems and seek to understand the 
reasons for this upon local 
chain-store organizations. 


toward 


assault 


THEOLOGICAL TRACTS ON CORPORATE 
MORALITY 


Would the dismemberment of the 
A & P constitute a “threat to the wel- 
fare and living standards of the aver- 
age American citizen’? The answer to 
this question will prove elusive if this 
antitrust case is handled as a moral 
prosecution of political value rather 
than a scientific and judicious inquiry 
of practical value to the community. 
The exaggerations and distortions that 
frequently accompany antitrust con- 
troversies obscure the technical prob- 
lems involved. Above all, it is impera- 
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tive that the size of the A & P be 
viewed as an economic rather than as 
a legal problem. Since the participants 
in these proceedings are lawyers and 
jurists for whom the role of judicial 
precedence is foremost, antitrust-law 
actions have frequently been so far 
removed from economic theory and 
practice that decisions based upon them 
have been characterized as “theological 
tracts on corporate morality.” 


INADEQUATE STUDIES OF THE PROBLEM 


A search for truth in the legal action 
against the A & P can easily result in 
a dissipation of energy through a fruit- 
less attempt to reconcile counterargu- 
ments. While it may be possible to 
decide the truth as far as certain overt 
acts of the A & P are concerned, such 
truths are of lesser moment than are 
the reliability of statements concerning 
the advantages and disadvantages of 
size, the real contribution of the cor- 
porate chain to the efficiency of the 
distributive system, and the actual 
freedoms possessed by producers and 
consumers in contemporary food mar- 
kets. Until adequate studies provide 
comprehensive answers to such ques- 
tions, attempts to legislate more compe- 
tition into existence by breaking the 
A & P into seven independently owned 
retail food chains and divorcing the 
manufacturing operations from the re- 
tail operations will constitute only an 
unsatisfactory piecemeal treatment of a 


dangerously volatile problem. 
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INADEQUATE DEFINITIONS OF 
MONOPOLY 


This antitrust case is unique in the 
history of antitrust litigation and may 
be viewed as a test case for future ac- 
tions against large firms in the dis- 
tribution field. The uniqueness of the 
case is indicated by the inadequacy of 
the usual definitions of monopoly when 
applied to the A & P. While most anti- 
trust suits have sought to break up 
combinations that illegally fixed high 
prices and restricted output, this suit 
views the low prices and large volume 
of the A & P as dangerous and ob- 
jectionable. In most antitrust cases, the 
government seeks to protect the pub- 
lic. In this case, however, the govern- 
ment is concerned with the welfare of 
independent merchants. Usually, the 
government has leveled a charge of 
monopoly against a concern only if it 
accounted for a substantial portion of 
the business volume in an industry. 
But the A & P accounted for only 6.4 
per cent of the 1947 total food sales. 
It should be emphasized that this vol- 
ume is not equally distributed across 
the nation, and that the A & P might, 
in many instances, take a substantially 
larger percentage of the grocery dollar 
in some communities. 


NEED TO MINIMIZE ANTISOCIAL 
PRACTICES 

Two theories stand opposed to each 

other regarding the A & P as a monop- 

theory holds that 

monopoly cannot be said to exist unless 


oly. The first 


consumers are being hurt. According 
to the other theory, monopoly control 
can be imputed from the degree of 
difficulty competent small businessmen 


experience in making their competitive 
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impact felt upon the market. Admit- 
tedly, in the light of formal economic 
theory such rule-of-thumb definitions 
are overly simple and_ inadequate. 
What is required is a reappraisal of 
the role of a dominant firm in a busi- 
ness field characterized by a swarm of 
small enterprises to minimize uneco- 
nomic and antisocial practices by both 
industry and government. 


JUSTICE LINDLEY’s 1946 A & P 
DECISION 
Justice Lindley in his decision 
against the A & P in the 1946 criminal 
conviction pointed out that the A & P 
could not be regarded as exercising a 
monopoly control over the grocery field 
at that time. He was, however, per- 
turbed about the possibility of such 
an eventual influence if the policies 
and practices of the company continued 
without check. In short, he raised “the 
specter of potential monopoly.” There 
is a considerable amount of specula- 
tion about the propriety of employing 
such a specter as justification for the 
dismemberment of the A & P. In order 
to appraise the merits of the charge, 
it is necessary to examine: (a) the 
present magnitude of the A & P’s 
operations ; (b) the nature of the mer- 
chandising devices employed by the 
A & P to attain its present stature; (c) 
the buying and selling policies of the 
A & P; and (d) some economic char- 


acteristics of the grocery market. 
THE A & P—A STUDY IN MAGNITUDES 


The man-land ratio that character- 
ized the economic development of the 
United States prompted the perform- 
ance of herculean deeds by American 


Husinessmen. 


Animated by speculative 
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optimism and armed with an accelerat- 
ing flood of devices and techniques, the 
American entrepreneur has made the 
mammoth-sized business firm a feature 
of the economic landscape. The A & P 
is the largest retail food company in the 
world and feeds the equivalent of many 
nations. To attain its huge size in a 
field once regarded as the exclusive 
preserve of the small independent mer- 
chant, the founders of the A & P have 
had to resort to a series of imaginative 
merchandising ideas at opportune 
moments. That they were extremely 
successful in their utilization of such 
ideas is attested to by the present size 
of the organization. For example, the 
A & P embraces twenty-one corporate 
entities which constitute the conduit 
that finances, services, and supplies 
approximately 6,000 stores in about 
3,500 communities. In recent years 
approximately 1,700 of these stores 
have been converted into supermarkets. 
The magnitudes of the current activi- 
ties of the A & P are indicated by the 
functions performed by the subsidiary 
companies serving as components of a 
manufacturing and distributing system 
which covers most of the forty-eight 
states, the District of Columbia, and 
two provinces in Canada. 


A WELL-INTEGRATED ORGANIZATION 


To view the A & P as a retailer 
would be equivalent to describing the 
physiognomy of a celebrated beauty ex- 
clusively in terms of the curvature of 
her eyebrow. The retailing aspect of 
the A & P is relatively minor com- 
pared to the manufacturing and whole- 
saling aspects. For example, in the 
years from 1939 to 1941, profits from 
coffee operations alone exceeded the 


net profits resulting from the opera- 
tion of approximately 6,000 retail out- 
lets. In 1939 only 6.31 per cent of the 
total net profit of the corporation was 
attributed to retail-store operations. 
Over 93 per cent of the company’s 
profit for that year came from other 
operations. 


LARGE PRODUCER OF BAKED GOODS 


In recent years the A & P has op- 
erated fifty-six grocery warehouses 
and thirty-seven bakeries in principal 
cities of the United States in addition 
to two bakeries in Canada. It has been 
the second largest baker in the United 
States and its sales volume has been 
exceeded only by Continental Bakers. 
The National Bakery Division of A & 
P, however, is second to none in the 
sales volume of cakes and doughnuts, 
and its million loaves of bread a day 
rank it as the second largest bread 


baker. 


PROCESSORS OF DAIRY AND GROCERY 
PRODUCTS 

The A & P facilities include three 
cheese processing plants, two milk 
plants and a creamery, all operated by 
the White House Milk Company. In 
1940 this subsidiary was ranked as the 
third largest canner of milk in the 
United States. Its Quaker Maid sub- 
sidiaries operate six general grocery 
factories. A vast assortment of products 
preserves to laundry 
packed, and 


ranging from 
bluing are processed, 
shipped by these A & P units. 


FAMOUS FOR ITS COFFEE 
Too, A & P brand coffees have been 


very prominent in the history of the 
company. For years the A & P has 
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been regarded as the greatest coffee 
merchant in the world. A & P officials 
boast of selling one of every six cups 
of coffee drunk in the United States. 
The company owns and operates nine 
coffee-roasting plants. 


OPERATOR OF AN ALASKAN FISHING 
FLEET 
Further, the A & P ts engaged in an 
Alaskan fishing-fleet venture through 
another subsidiary, the Nakat Packing 
Corporation, which operates four sal- 
mon-canning factories in that area. The 
A & P also operates its own laundries. 
It prints its own publication, Homan’s 
Day, which is reputed to have a cir- 
culation of three million readers. 


THE ATLANTIC COMMISSION COMPANY 


A crucially important subsidiary in 
the A & P scheme of things is the 
Atlantic Commission Company, usu- 
ally referred to as Acco. It was estab- 
lished primarily to procure fresh fruits 
and vegetables for the A & P, but it 
has also engaged in extensive brokerage 
sv 1940, 
30 per cent of Acco’s sales were made 


activities for other parties. 


to merchants other than the A & P. 
The dual role of Acco, the one as a 
purchasing subsidiary for A & P and 
the second as a broker for the A & P’s 
competitors, has been regarded as inde- 
fensible by the government. 

The itemization of these subsidiaries 
and of their primary functions should 
indicate why the A & P is viewed as 
the foremost exponent in the develop- 
ment of manufacturing adjuncts to re- 
tail operations. 


FOUNDED IN 1859 
Ninety vears have elapsed since the 
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first Great American Tea Company 
store was opened on Vesey Street in 
downtown New York. Since that day 
in 1859 the company has expanded 
until today it vies with Sears, Roe- 
buck and Company as the largest 
retailer the world has ever known. So 
considerable is its impact upon the 
market that the Federal Trade Com- 
mission during the chain-store inquiry 
of the 1930's repeatedly had to state 
its statistical findings, first with the 
A & P not included, and then with 
A & P statistics added to those of the 
other chain-store systems. 


THE PACHYDERM OF THE GROCERY 
FIELD 

In 1946 and 1947 the A & P hit 
sales peaks of 1.9 billion dollars. In 
1946 the sales volume of A & P almost 
equaled the combined sales volume of 
the next five largest food chains in the 
United States. In 1947 A & P’s sales 
amounted to 43.14 per cent of the total 
sales of the five largest grocery chains. 
As a final statistic it can be noted that 
the company has 110,000 employees. 
No wonder the A & P is termed the 
pachyderm of the grocery field. 


THE A & P—-ADOPTER OR INNOVATOR OF 
MERCHANDISING IDEAS? 


Persons who enjoy the American 
standard of living are indebted, not 
only to the scientist and the inventor, 
but to the manufacturer, merchant, 
salesman, and advertising agent. These 
are the individuals who have put the 
inventions of our age to practical use. 
The succession of varying merchandis- 
ing ideas that the A & P has utilized 
at different times is evidence that 
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change is an inherent characteristic of 
a dynamic capitalistic society. 


ORIGINALLY TEA MERCHANTS 


Not the least important of the ideas 
involved was the adoption of an im- 
pressive name. It was a name designed 
to conjure visions of business immen- 
sity and resultant economies in the 
minds of consumers. The initial mer- 
chandising idea upon which the venture 
depended was concentration on the 
selling of teas. Grocers had been fol- 
lowing the traditional practice of plac- 
ing a high markup on tea to compensate 
them for the losses realized in selling 
such items as sugar at cost prices. The 
plan was to concentrate upon this profit- 
able item to undersell competitors. To 
implement this project, advertising was 
emphasized, gift premiums were of- 
fered, approximately 5,000 peddler 
routes were established, and ladies were 
urged to form “clubs” and pool their 
tea requirements. Always the company 
trumpeted its major theme—the elimi- 
nation of the middleman, his profits and 


delays. 
ECONOMY STORE ESTABLISHED IN 1913 


During the last quarter of the nine- 
teenth century, the A & P cautiously 
expanded its line to include grocery 
items other than tea and coffee, and 
introduced the “economy” store in 
1913. These stores were run by one 
man and carried limited inventories. 
They offered no delivery, no credit, no 
premium lures, but created a favorable 
psychological impact on consumers 
complaining of the high cost of living. 
Consumers viewed these economy 
stores as places in which to obtain the 


maximum amount of groceries per dol- 


lar spent. The success of this innova- 
tion was perhaps the most important 
milestone on the A & P’s road to be- 
coming the giant of today. 


EIGHT STORES OPENED A DAY 


Since the “economy” stores were 
small, a large number of stores had to 
be opened to realize the optimum sales 
potential of a city. The number of 
stores increased from 447 in 1912 to 
14,034 stores in 1925. It is reported 
that 7,500 stores were opened within 
a period of 900 working days, an aver- 
age of eight stores per day. The peak 
number of stores was reached in 1930 
when there were 15,737 retail outlets, 
approximately 10,000 more than are 
included in the A & P system today. 


CONVERSION TO SUPERMARKETS 


With the appearance of supermarkets 
and combination food stores, A & P 
officials were quick to see that the 
“economy” store was obsolete. Conse- 
quently, they began closing these small 
units with amazing rapidity. The con- 
traction in the number of stores, how- 
ever, was not accompanied by a de- 
crease in sales volume. To the contrary, 
sales volume increased from $440 mil- 
lion in 1925 to $1.9 billion in 1947, 


NOT ORIGINATOR OF NEW IDEAS 


A review of the merchandising ideas 
employed by the A & P indicates that, 
while it has rarely originated such 
ideas, it has been a successful adapter 
of new merchandising developments to 
suit its individual needs. Its ability to 
discard outmoded ideas and to adapt 
new ones is the measure of its persist- 


ent victories over the vears. 
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THE ANTITRUST TRIAL OF THE A & P 

Throughout its history the company 
has been criticized for its purchasing 
and selling practices. For example, the 
American Grocer leveled charges of 
monopoly against the A & P as early 
as 1870. It has been attacked not only 
per se but as a part of the chain-store 
movement. This animosity has led to 
attempts to regulate competitive prac- 
tices in the grocery field through the 
enactment of state chain-store taxes, 
state and federal price-maintenance 
laws, and the federal Robinson-Patman 
Act. At one time, legislation sponsored 
by Representative Wright Patman 
aimed at the virtual extinction of chain 
stores. The sources of this animosity 
have been several in number. 

SOURCES OF ANIMOSITY 

The neighborhood grocer found that 
the presence of an A & P store in his 
vicinity tended to reduce his market 
to the point where he was carrying on 
a “convenience” business; a business 
where small purchases were made by 
customers needing credit or when the 
A & P was closed. Larger independent 
retailers were also in the fray since 
they were in more direct competition 
with the A & P, and would receive 
immediate benefit from any restrictions 
placed upon corporate chains. Volun- 
tary chains also opposed the A & P. 
Grocery manufacturers and wholesalers 
constituted still another foe of the chain 
and became increasingly more promi- 
nent in the attack as the A & P ex- 
panded its manufacturing activities. 
Finally, there still remain a sizeable 
number of persons who share Justice 
Brandeis’ views about “the curse of 
bigness.” 
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A & P'S DEFENSE LINE 


In its defense, the A & P claims that 
chain stores most nearly approximate 
the ideal straight line from producer to 
consumer. It contends that its pres- 
ence in the market not only provides 
the public with lower priced merchan- 
dise at its counters, but that, to the 
extent that chain prices are an index 
used by independents in the setting of 
their prices, the customers of A & P 
competitors realize savings. The com- 
pany believes the small store that can- 
not compete with the A & P is a waste- 
ful anachronism, and that “both the 
grocer and society would be better off 
if he were not in business for himself.” 

CHARGES AGAINST A & P 

The arguments of the opponents of 
the A & P are given full-blown expres- 
sion in the current antitrust action. 
The complaint invokes Sections 1 and 
2 of the Sherman Act and cites four 
major charges: (a) conspiracy to re- 
strain trade and to monopolize a part 
of trade and commerce; (5) to obtain 
with threats of boycott systematic dis- 
criminatory price preferences over com- 
petitors; (c) to utilize its own manu- 
facturing and processing plants to 
ensure its members of lower food 
prices than those paid by competitors ; 
(d) to suppress and eliminate compe- 
tition. But the Antitrust Division has 
not been able to offer incontrovertible 
evidence of any definite undertaking to 
restrain interstate trade or to create a 
monopoly. It has regarded its action 
against the \ & P as warranted by the 
fact that the company has developed to 
the point where it possesses tremendous 
power. This power itself is objection- 
able, and the best of company motives 
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or actions would not make such power 
acceptable. 


ROTTEN THREAD OF A & P FABRIC 


In particular, the operations of the 
Atlantic Commission Company have 
been viewed by the courts as “the rot- 
ten thread of the A & P fabric.” While 
serving as purchasing agent for the 
A & P it acts as broker for sellers of 
produce, as buying broker for com- 
petitors of A & P, and as jobber in 
the general market. The brokerage col- 
lected from sales to A & P’s competi- 
tors has been delivered into the A & P 
coffers. In this way the local grocer 
has actually been subsidizing the A & P 
units that are his neighborhood com- 
petitors. Moreover, the government 
charges that the choicest merchandise 
has been pre-empted for the chain and 
that the less desirable produce has been 
passed on to other buyers. It is argued 
that Acco is engaging in “multiple, 
irreconcilable, inconsistent functions 

... The government contends that 
Acco resolved these irreconcilable ends 
by acting always in the interests of the 
A & P. The government alleges, fur- 
ther, that Acco has sought to effect a 
close operating relationship with co- 
operatives in the fresh fruit and vege- 
table field. 

According to the government the 
effect of A & P buying and selling 
practices has been to: 


. injure and destroy food manufacturers, 
processors, canners, wholesalers, and thou- 
sands of independent retail food dealers; 

. and to make it impossible for hundreds 
of thousands of non-integrated independents 
and small chains to enter into or remain in 
competition with defendants. 


THE SPECTER OF POTENTIAL MONOPOLY 

There is little doubt that up to the 
present time chains have brought more 
intense price competition into retailing. 
One question will not down, however. 
If chains get a larger share of retailing, 
might they not be in a position to main- 
tain prices even above the level that 
would obtain had independent grocers 
remained in the marketplace? Should 
this occur, any gains that the consumer 
is currently obtaining from the mer- 
chandising methods of chains could be 
reckoned as insignificant in terms of the 
long-run consequences. What merits, 
if any, are there in the government’s 
contention that, if the A & P continues 
to grow, “consumers will eat at terms 
unposed by the A & P"? 


COMPETITIVE FEATURES OF GROCERY 
FIELD 

Undeniably, the A & P is big. Never- 
theless, the economic characteristics of 
the grocery market render it unlikely 
that any firm could obtain such a pre- 
ponderance of control that it could 
monopolize the grocery field. There are 
a host of grocery stores. These stores 
are located close to one another, hence 
the existence of monopoly as a result 
of pre-empting locations is unlikely. No 
one organization or group could con- 
trol the sources of supply, no one pos- 
sesses an exclusive franchise, and no 
patents are required to engage in this 
business. There is no monopoly of 
business ingenuity. Entrance into the 
grocery field is open to any person. 
There is scant evidence of the existence 
alliances 


of noncompetitive among 


chain grocers. The states and the Fed- 
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eral Government have policed the 
grocery market through the mechanics 
of trade-practice laws and price-main- 
tenance laws, thereby tending to make 
the existence of monopoly less likely. 
The one-price rule is the major policy 
in the grocery field, and there is little 
discrimination in price among consum- 
ers in order to realize the monopolist’s 
maximization of profits. 


CAREFUL CONSIDERATION SHOULD PRE- 
CEDE GOVERN MENT ACTION 


While a grocery field contains these 
competitive features, it is obvious that 
a company may pursue so aggressive a 
merchandising policy that it might 
easily engage in some overt action 
that needs to be challenged by an 
ever vigilant Antitrust Division. 
Whether the alleged violations of the 
law by the company warrant its dis- 
memberment is highly debatable. Be- 
fore the government proceeds with its 
plan to: (a) split the A & P into seven 
separately owned retail divisions on a 
geographic basis, (b) separate the 
A & P manufacturing and retailing 
businesses, and (c) dissolve the Atlan- 
tic Commission Company, it would 
seem a prudent policy for the govern- 
ment to consider the following factors : 

1. Past government actions in the 
antitrust field have operated in per- 
verse ways. G. K. Chesterton once 
stated that “Life is not an illogicality ; 
yet it is a trap for logicians.”’ There 
has always been some swerving from 
the desired results. For example, the 
advocates of antitrust laws have actu- 
ally given impetus to business con- 
solidation. Even the Robinson-Patman 
Act has been defeating its expressed 
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purposes. Large-scale buyers can cir- 
cumvent the intent of the law barring 
purchasing discriminations by contract- 
ing for the entire output of a factory 
so that no question of differential pric- 
ing can arise. Again, a buyer may 
enter manufacturing himself or develop 
private brands with superficial quality 
differences. All these circumventions 
accentuate the trend toward centraliza- 
tion and size. Those who advocate the 
breaking up of the A & P are open to 
the warning that they may perceive 
the implications of their proposals 
imperfectly. 

2. The remedy for any difficulties 
posed by the A & P may reside in a 
more effective policing of the market 
so that illegal acts are dealt with in a 
manner sufficiently punitive to discour- 
age future infringements of the law. 

3. Any government action that goes 
beyond punitive regulation calls for a 
clearly enunciated social objective sup- 
ported by the public. The American 
public must choose among several al- 
ternatives. For instance, is competi- 
tion to be regarded as a race between 
businessmen run under Marquis of 
Queensberry rules? If so, the govern- 
ment should then be required to see 
that none of the contestants resort to 
infantrymen’s tactics. Again, if the 
objective of society is to support a host 
of small independent businesses, then 
the government should be required to 
limit the size of the A & P. Or finally, 
if the public should desire a “socially 
engineered” society that places major 
emphasis on efficiency and economy, 
then criticism of the A & P would be 
irrelevant. This latter alternative 
amounts to the nationalization of busi- 
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ness and might prove most unpopular 
with the majority of citizens. Further, 
consumers of America have not indi- 
cated that the amelioration of the 
current predicament of the small busi- 
nessman warrants the loss of the 
demonstrated advantages and savings 
stemming from an integrated marketing 
system. It is conceivable that the ends 
desired by society may be uneconomic. 
A society may want to foster the exist- 
ence of a large number of small busi- 
nesses because of the “psychic” income 
obtainable from having an independent 
and _ self-employed citizenry. Such a 
society may be willing to pay the cost 
of the loss of more efficient marketing 
methods. It is not at all facetious to say 
that the system of free enterprise in- 
volves the freedom to waste. 

4. The fact that this trial does not 
contemplate actual government control 
does not release the government from 
its responsibility to study the economic 
implications of any actions it might 
bring in the courts. The problem of 
indicting a firm should resolve itself 
into the question whether the net effect 
of the firm in the economy is good or 
bad. Even if it should be decided that 
the firm on net balance is bad, there 
would still remain the question of 
whether or not its displacement would 
produce consequences that might prove 
as bad or worse. 


MERITS OF CASE AGAINST A & P 

What then are the merits of the case 
against the A & P? The government's 
allegations might be refuted on the 
grounds that: (a) the A & P accounts 
for only a relatively small percentage of 
the total food sales, (b) it has no 
monopoly of business ingenuity, and 


(c) the economic characteristics of the 
grocery market foster competitive be- 
havior. Undoubtedly, there is merit in 
the charges that the A & P has resorted 
to certain illegal or questionable acts. 
It is essential, therefore, that business 
practices be subject to constant scrutiny 
so that the public will realize the ad- 
vantages of an integrated system with- 
out having to suffer the attendant 
abuses. The Antitrust Division and the 
Federal Trade Commission have been 
given the job of policing the market. 
Only Congress can decide whether 
large firms should be legislated out of 
existence. The Antitrust Division’s 
plan for the A & P constitutes an abro- 
gation of a legislative function. 


A GOOD RECORD OF ACCOMPLISH MENT 


A wise and prudent attitude toward 
the problems posed by the A & P 
would seem to be to make haste slowly. 
As Professor J]. M. Clark has noted: 
‘Private enterprise has, on the whole, 
a very good record of accomplishment 

it is better to put up with some 
unsatisfactory conditions rather than 
to extend regulation so far and so fast 
as to break the morale of private 
enterprise.” 


WHAT IS FUTURE OF FREE ENTERPRISE? 


What are some of the implications 
Should the Antitrust 
support, 


of this case? 
Division obtain judicial 
American industry would become rela- 
tively atomized. It would accelerate the 
tendency to regard Jaissez faire as a 
catchpenny slogan. Too many business- 
men have given lip service to free 
enterprise as an ideal, even as they 
have actively sought government inter- 


(Continued on page 191) 
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Marketing and Distribution Research, 
by Lyndon O. Brown. New York: 
Ronald Press, 1949, viii + 612 
pages. $5.00. 


The academic field has been waiting with 
impatience for Dr. Brown's 
revision of his monumental 1937 Market 
Research and Analysts. Since 1937 the ap- 
plications of marketing research, the tech- 
niques developed, and the literature pertain- 
ing to the field have all expanded tre- 
mendously. In 1937 it was possible to write 
a compendium that brought together lucidly 
and completely a teachable presentation of 
the field as a whole. 

Dr. Brown has attempted the same task 
for a greatly augmented body of experi- 
ence and literature with much less success. 
It is not at all certain that the somewhat 
less definite and cohesive book that results 
in the year 1949 is in any way the fault of 
the author: it is entirely possible that the 
field of marketing research has expanded to 
the point of elaboration which will make 
the writing of any general over-all text 
unfeasible. 

The major change in Dr. Brown’s book 
introduced by the revision is a greatly ex- 
panded section on the uses or applications 
of marketing-research techniques. The first 
thirteen chapters (or 270 pages) present 
an explanatory catalogue of the uses of re- 
search techniques. After two preliminary 
chapters on the scope and the organization 
of marketing-research activity, individual 
treatment is given to product and package 
research, brand-position analysis, industrial 
and institutional marketing sales 
organization and operation research, sales- 
record analysis, retail dis- 
tribution analysis, distribution cost research, 
market analysis, opinion and 
public-relations research, advertising re- 
search and copy testing, advertising-mediums 
and sales-promotion price- 
and market-trend analysis. 

These several types of research 


considerable 


research, 
wholesale and 


quantitative 


research, and 


are dis- 
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cussed in advance of a basic treatment of 
research thinking and procedure. There is, 
therefore, a necessary but considerable over- 
lapping of treatment between these chap- 
ters and the subsequent and more detailed 
discussion of research techniques. 

The second part of the volume follows 
the same outline as did the first edition. 
Chapters cover the scientific method, basic 
marketing research methods, marketing re- 
search procedure, the situation analysis, the 
informal investigation, planning the formal 
research project, preparation of the forms 
for collecting data, planning the sample, 
collecting marketing data, tabulation and 
analysis, interpretation, and the presentation 
of results and follow-up. 

Dr. Brown has collected a consequential 
amount of current and pertinent illustrative 
material, and has combed the trade journals 
assiduously for relevant material. Over all, 
I feel that Dr. Brown's revision offers the 
most thorough one-volume treatment of 
marketing research available. I am dis- 
appointed, however, to find the treatment 
somewhat on the vague side. I feel that the 
book is weaker than it should be in dis- 
cussing sampling, field operations, and 
questionnaire construction. I hope that a 
couple of years of teaching use of this book 
will suggest the directions in which a sub- 
sequent revision can give the work some- 
what better balance and penetration. 

Lawrence C. Lockley 


The Merchant Class of Medieval Lon- 
don, by Sylvia L. Thrupp. Chi- 
cago: The University of Chicago 


Press, 1949, xix + 401 pages. 
$6.00. 
Out of the fragmentary and confusing 


records that have survived from the thir- 
teenth, fourteenth, and fifteenth centuries, 
Sylvia Thrupp has reconstructed a picture 
of the medieval London merchant which 
gives a sense of parentage to today’s re- 


tailer. The book shows the economic and 
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social setting of the merchant class, the 
influence of the merchants on the govern- 
ment of the city of London, the wealth and 
standards of living of the group, the edu- 
cational and religious attitudes, and the 
place of the merchant group in the feudal 
hierarchy of England. 

Today’s businessman will be interested in 
the struggle of the individual merchants to 
free themselves from the restrictions of the 
guild system, with its limitation on: price 
competition, variety of activity, and crystal- 
lized methods of procedure, and at the same 
time to use these same restrictions to limit 
the scope of competitors. He will be inter- 
ested in the constant tendency of entre- 
preneurial activity to arise outside df the 
framework of the guilds. He will be inter- 
ested in the spectacle of the gradual ac- 
cumulation of wealth in an age when there 
was no store of value except real estate 
and when business activity was a_ highly 
personal affair, limited to the active years 
of the individual’s life. And he will be inter- 
ested to realize the small group—only a few 
hundred merchants—who constituted the 
foundation of England’s great middle class. 
The work is a scholarly achievement; Pro- 
fessor Thrupp is to be congratulated on her 
reconstruction of a convincing whole from 
the scattered shreds of history with which 
she had to work. 

Lawrence C. Lockley 


Greater Seattle Housing Market Sur- 
vey, by Bayard O. Wheeler and 
Edith Dyer Rainboth. Seattle: 
University of Washington Press, 
188 pages. $3.00. 

Under the sponsorship 

Emergency Housing Committee, the Uni- 

f Washington’s Bureau of Business 


ot Seattle’s 


versity O 
Research has completed a 
study of current housing in Seattle and of 
the market for additional housing. As an 
exhibition of research it is excellent—both 
in methodology and in presentation. How- 
ever, for the readers of the JoURNAL OF 
RETAILING, it has a much more pointed focus 
of interest: the study offers a comprehensive 
and stimulating survey of the market for 


monumental 


home furnishings. 


It indicates the size of home sought, the 
down payment available, the monthly pay- 
ments possible, the desired location, the in- 
come of those families planning to buy or 
build, and the type and location of dwelling 
of those families planning to rent different 
homes. Such information should provide 
the basis for retailers’ buying plans and 
sales-promotion activities of home furnish- 
ings of every kind. It is, of course, localized 
for Seattle, where retailers, if they are 
alert, will have a field day. It should stimu- 
late retailers, realtors, building contractors, 
and mortgage-finance institutions in other 
localities to initiate the same type of study. 
In the absence of facts, planning must be 
guesswork. But a project of this type takes 
the guesswork out of planning. When its 
cost is shared by the many factors who can 
benefit from it, it should prove within reach 
of all. 

This is one more instance of the appli- 
cation of research techniques to an area of 
retailing that is rarely able to rely on facts. 

Lawrence C. Lockley 


Labor in the American Economy, by 
William Stephen Hopkins. New 
York: McGraw-Hill Book Com- 
pany, Inc., 1948, xiv + 368 pages. 
$3.50. 


Tens of thousands of pages are added 
annually to the printed history of labor and 
labor-management relations. This huge total 
is composed of the countless words ap- 
pearing daily in newspapers, in magazines, 
in management, labor and government pub- 
lications, in federal, state, and local legisla- 
tive and judicial proceedings, and in books. 
The result is a mass of heterogeneous data 
that defies interpretation. It accounts for the 
inability of the average citizen to under- 
stand this problem so closely tied to his 
current well-being and future security. De- 
pending on the source of his reading and 
the time of its publication, he is led to be- 
lieve that management, labor, and govern- 
ment are either unalterably opposed to one 
another or allied among themselves and 
that, generally, all factions are united against 
the common interest. 
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Labor in the American Economy is not 
an encyclopedic exposition of labor and of 
the many facets of the labor problem as 
viewed by labor, management, government, 
and the public. Rather, in the words of the 
author, “This volume is an attempt to reduce 
the vast detail of Labor Economics to a 
comprehensible sequence of ideas within one 
general frame of thought.” Features of the 
book are: (1) its practical treatment of the 
labor problem, (2) its original classification 
of the types of unemployment, (3) its analy- 
sis of the typical labor-management con- 
tract, and (4) its easy-to-read style of 
writing. It is definitely a book that should 
prove valuable and interesting reading to 
anyone associated with labor-management 
relations. 

The author, William Stephen Hopkins, is 
professor of economics and director of the 
Institute of Labor Economics at the Uni- 
versity of Washington. 

T. Dart Ellsworth 


Le grand magasin, son origine, son 
evolution, son Avenir, by H. Pas- 
dermadjian. Paris: Dunod, 1949, 
166 pages. Fr. 500. 


No better critique of the department store 
has come to the attention of this writer than 
the historical sketch by M. Pasdermadyjian. 
The department store as a business form was 
able to get its start and made the spectacular 
headway it did because it was able to do 
business on a gross margin considerably 
lower than that required by competitive 
forms of retailing. The establishment of a 
fixed price, the gathering of large lots of 
merchandise, and the attempt to serve the 
consumer and to see that the consumer was 
satisfied with his purchase constituted addi- 
tional reasons for the solid lodging of the 
department store in the economy of America, 
England, and Europe. 

Against early forms of competition, the de- 
partment store was able to hold its own by 
increasing the scope of its buying, by im- 
proving its sales-promotional methods, and 
by being able to maintain its required gross 
margin through the judicious manipulation 
of its offerings. But gradually the increas- 
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ing costs of services, not always demanded 
by the public, has made the department store 
vulnerable to attack. From being the ag- 
gressor type of business form, it has come to 
feel it has a vested interest in its gross 
margin. For the last decade, it has staved 
off the inevitable realization of its predica- 
ment by careful control, manipulation of 
stock turn, and sales-promotional skill. It 
has sought refuge by means of consolidations 
and association. At the present time, it is 
faced with a kind of competition that will 
force the department store as a type into 
decadence or into a revaluation of some of 
its traditional methods of doing business. 

The book is well written, trenchant, and 
realistic. In addition to presenting a pene- 
trating analysis, which should be of vital 
concern to every department-store policy 
maker, the book should remind us that we 
allow the barrier of language to shut us off 
from some of the best thinking currently 
being done in the field of retailing! 


Lawrence C. Lockley 


Principles of Retailing, by Fred M. 
Jones. New York: Pitman Pub- 
lishing Corporation, 1949, 651 
pages. $5.00. 


The author tells us that this recent addi- 
tion to the general literature of the retail 
field “is a textbook for a first course in 
retailing at the college level,’ and that “‘it 
has been designed both for the student or 
reader who desires a general knowledge of 
the subject and for the student who is be- 
ginning his professional study of retailing.” 

The division of subject matter follows 
more or less the pattern of other texts on 
the subject, with sections about the cus- 
tomer, retail organizations, establishing a 
store, buying, pricing, sales promotion, con- 
trol, and financial policies. Each chapter in- 
cludes a thorough set of “review questions” 
and a section of practical “problems” (and 
cases) for student exercises. 

The difficulties of attempting a text deal- 
ing at all conclusively with the complicated 
pattern retailing has assumed today are 
apparent in the case of Principles of Re- 
tailing, and Professor Jones is to be compli- 
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mented in having confined his work to 651 
pages. The fact that staying within those 
limits forced the author to include only a 
minimum of examples and definitions and 
to leave some general statements unsup- 
ported is balanced favorably by including 
the problems and cases which are, in many 
instances, excellent and should afford begin- 
ning students the basis for a thorough dis- 
cussion of some of the more basic issues of 
modern retailing. 

Used with the problems and cases and 
supplemented by discussions led by one with 
a good knowledge of the field of retailing, 
this book would seem to fulfill its purpose 
as a text for those who desire a general 
knowledge of the subject. 

James L. 


McEwen 


Distribution et organisation commer- 
ciale, by F. Nepveu-Nivelle. 
Paris: Dunod, 1949, xii + 136 
pages. Fr. 380. 

M. Nepveu-Nivelle presents an analytic de- 
scription of the marketing process in France. 
Covering so much territory in so few pages, 
the book is necessarily brief. Possibly it 
might be regarded as the equivalent of the 
manuals produced by the United States 
Department of Commerce for smail business. 

Lawrence C. Lockley 


The Department Store Story, by Frank 
M. Mayfield. New York: Fair- 
child Publications, Inc., 1949, 257 
pages. $5.00. 


Frank M. Mayfield, widely known in the 
department-store field, has written an enter- 
taining and informative book. Its opening 
chapters are admirable and those dealing 
with the history and the evolution of the 
department store are completely fascinating. 
It is a book that anyone associated with 
retailing can hardly afford to miss. 

The other sections of the book are de- 
voted to store organization and operation, 
and Mr. Mayfield seems to have written 
them largely out of his own experience. In 
attempting to cover so broad a field in such 
a short text, the author admits to omissions 
and some statements open to question. 


It is the personal nature of the account 
that adds so much to the charm of the book. 
And it is this same element that makes it so 
difficult to reach a fair appraisal of the sub- 
ject under discussion. 

Once again, however, it is a delightful 
book with a fresh approach and provides a 
keen analysis of some of the large retailer’s 
many problems. 

Richard E. Westervelt 


L’étalage, by Gaston Fournials. Paris: 
Centre d'études du Commerce, 
1949, 156 pages. 


To the merchants of a country where dis- 
play is supposed to have been developed to 
unparalleled heights, this manual on retail 
display should come as something of a shock. 
The book is divided into two parts. The sec- 
ond is a practical step-by-step series of 
instructions on display techniques. The dis- 
cussion is clear and will give experienced 
display people few new ideas. What is im- 
portant is a forty-page discussion of the 
basic theories of display. The rationaliza- 
tion of display is stimulating, and concepts 
ordinarily taken for granted are given new 
significance. Any display worker who can 
read French owes it to his craft to study 
this part. 

Lawrence C. Lockley 

Sources of Business Information, by 

Edwin T. Coman, Jr. New York: 

Prentice-Hall, Inc., 1949, 369 
pages. $4.50. 


This reference book is written by Mr. 
Edwin T. Coman, director of the Graduate 
School of Business Library, Stanford Uni- 
versity. It is a general work and is evidently 
designed as a handy reference work for the 
busy executive. As such it should prove a 
welcome adjunct to any business firm's 
library. 

However, due to the attempt to cover so 
many types of business its source listings 
include only the most general texts in each 
field. For instance, of the four books listed 
in the text proper as retailing sources, one 
is out of print and the others provide only 
a rudimentary coverage of the many phases 
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of this highly specialized field. However, 
ample justification for adding the book to 
one’s library is found in the excellent dis- 
sertation on methods and techniques of ob- 
taining information found in the opening 
chapters. 

Richard E. Westervelt 


Southern Freight Rates in Transition, 
by William H. Joubert. Gaines- 
ville: University of Florida Press, 
1949, xiii + 424 pages. $6.00. 


Dr. Joubert attempts to trace the gradual 
modification of commercial and _ govern- 
mental attitude toward southern freight 
rates. These rates were biased first by rival- 
ries among the southern states and then 
by the distress brought to the railroads by 
the scorched-earth policy of the Civil 
War. Traditionally, the South has been 
regarded as an agricultural area; freight 
rates have been based on the concept 
that bulk and unprocessed commodities were 
the mainstay of the South and that manu- 
factured commodities would not, in any 
significant proportion, originate in the South. 
The rate structures growing out of this 
concept, according to Dr. Joubert, have acted 
as effectively as a protective tariff for north- 
ern manufacturers, have slowed the indus- 
trialization of the South, and have allowed 
commercial interests in both parts of the 
country to feel that they had, one way or 
another, a vested interest in discriminatory 
rates. 

The history of rate adjustments for south- 
ern railway freight is a tangled and complex 
subject, and the present book does a work- 
manlike job of tracing them and of explain- 
ing the factors that have brought about 
their gradual modification. The problems 
presented probably have no solution in the 
face of a public policy that divorces freight 
rates from the costs of the service provided 
by railroads. 

More and more, public opinion and public 
policy in the United States appear to flirt 
with the concept of a managed economy. 
There is no better caution to adduce against 
this trend than the history of rate-making 
for our railroads. At no time has each com- 
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munity and each classification of freight 
been faced with freight rates approximately 
equal to the cost of railroad service. In- 
stead, freight-rate structures have been built 
up on the philosophy that they should play a 
part in developing areas in the direction most 
suitable to the minds of rate makers. It has 
been a case of almost a hundred years of 
attempting to manage a consequential pro- 
portion of our economy. And at the end of 
that period inequities in freight rates still 
hinder the almost essential direction of de- 
velopment of large sections of the country, 
and the railroads are still crying of financial 
crises. 

Lawrence C. Lockley 


Practical Exporting, by Philip Mac- 
Donald. New York: Ronald 
Press, 1949, ix + 355 pages. 
$4.00. 


The field of foreign trade as a subject 
in university curriculums has been well 
served as far as textbooks are concerned. 
Practical Exporting by Professor Philip 
MacDonald of the College of the City of 
New York, adds still another textbook of 
high caliber. Indeed, it is perhaps the best 
one yet published for a practical course in 
foreign trade designed to cover a period of 
one term and emphasizing the business 
aspects of the subject. To be exact, the 
teacher who is assigned the usual course 
entitled Export-Import Practice will find 
this textbook ideal for his purpose. 

The contents follow a simple, orderly, and 
logical procedure. Organization for the job 
of exporting is covered in the first three 
chapters while the next five are devoted to 
selling. The last seven chapters concentrate 
on the techniques of the movement of 
freight, government controls, insurance, 
quotations, and financing. A specimen trans- 
action from start to finish is also included. 

One can always criticize textbooks on 
very minor points, all of which vary with 
the individual reader. Therefore, such items 
with which the reviewer finds himself in 
disagreement are few and arise from en- 
tirely personal points of view, experience, 
and background. They involve the matter of 
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degree of emphasis. It is safe to say, how- 
ever, that there are no serious omissions. On 
the contrary, the treatment of each element 
in the subject has been nicely balanced from 
the point of view of relative importance and 
teaching time. 

The reviewer suggests that inasmuch as 
this is strictly a textbook for the practical 
course in foreign trade, the teacher who, in 
a single foreign-trade course must cover 
such subjects as foreign policy, historical 
development, and international economic 
theory will have to supplement this text- 
book with readings from other authors 


Edwin F. Wigglesworth 


One Hundred Years of Hartford's 
Courant, by J. Eugene Smith. 
New Haven: Yale University 
Press, 1949, 342 pages. $5.00. 

The Hartford Courant, published continu- 
ously since 1764, is now the oldest news- 
paper in the United States. In this book, 

Mr. Smith traces the development of the 

newspaper from its inception to the end of 

the Civil War. As an illustration of his- 
torical scholarship, the work is to be com- 
mended. References are meticulously noted, 
and documentation for biographical material 
is careful. The reviewer is more interested, 
however, in the picture the history gives of 
a developing society and of the gradual 
evolution of personal journalism to the be- 
ginnings of commercial publishing. Step by 
step, the reader may follow the change- 
over of Hartford from its relatively self- 
sufficient status in colonial times to a grow- 
ing dependence on manufactures and on 
transportation and trade. Slowly, the func- 
tion of the newspaper as a source of local 
news emerges, and reporting replaces re- 
printing of exchange items. Gradually, the 
paper assumes a responsibility for independ- 
ent political and economic commentary. 

From the standpoint of a business audience, 

the reviewer regrets that Mr. Smith did not 

give a fuller account of the equally stimu- 
lating evolution of the advertisements 
throughout the century he covered. 


Lawrence C. Lockley 


Magazines in the United States, by 
James Playsted Wood. New York: 
Ronald Press, 1949, x + 312 
pages. $4.00. 


Mr. Wood’s book is not so much a history 
of magazines in the United States as it is 
a history of the influence of magazines on 
the thought and action of the people of 
the United States. For the readers of the 
JouRNAL oF RetAILING, the book is pro- 
fessionally significant because it stresses the 
interpretive value of magazines in under- 
standing the reactions of the people who 
constitute the clientele of retailing. The 
magazine population has grown from some- 
thing under a hundred struggling publica- 
tions to something over 7,000 in about a 
century. From being an expensive hobby, 
the magazine has developed till it is one of 
the big businesses. This accomplishment has 
been the result of a constant study of the 
public taste and a constant series of adapta- 
tions to the changing interests and needs of 
the American public. As a way of keeping in 
touch with public moods, Magazines in the 
United States offers an excellent approach 
for the store-advertising worker or public- 
relations worker. Probably the book offers 
the best way of learning to sense the nature 
of public moods and interests. Entirely apart 
from its commercial application to retailing, 
it is a fascinating account of an interesting 
industry and is to be recommended on the 
basis of sheer entertainment value. 

Lawrence C. Lockley 


Problems in Marketing, by Malcolm 
P. McNair and Harry L. Hansen. 
New York: McGraw-Hill Book 
Company, Inc., 1949, xiv + 718 
pages. $6.00. 

Readings in Marketing, by Malcolm P. 
McNair and Harry L. Hansen. 
New York: McGraw-Hill Book 
Company. Inc., 1949, xi + 769 
pages. $6.00. 


These books are supplementary texts. 
The first furnishes a wide range of problems 
encountered in the distribution of goods; 
the second, the essential information about 


the field needed to arrive at adequate solu- 
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tions to the problems. They emphasize the 
importance of taking the customer’s point of 
view in studying marketing problems and 
place special stress on the need for close 
co-operation between the retailer and the 
other marketing institutions. Together, they 
provide an excellent basis for an advanced 
course of study in the field. 

The principle sections of the books corre- 
spond. They include Nature and Scope of 
Marketing Problems, Influence of the Con- 
sumer on Marketing, Merchandising, Mar- 
keting Structure and Choice of Distribution 
Channels, Marketing of Agricultural Prod- 
ucts and Raw Materials, Brand Policy, 
Planning and Administration of Sales Pro- 
grams, Pricing, and Marketing Practices and 
Costs. 

The authors are Malcolm P. McNair, 
Professor of Marketing and Harry L. Han- 
sen, Associate Professor of Marketing, 
Graduate School of Business Administration, 
George F. Baker Foundation, Harvard Uni- 
versity. T. D. Ellsworth 


The Structure of the Metropolitan 
Community—A Study of Domi- 
nance and Subdominance, by Don 
J. Bogue. Ann Arbor: University 
of Michigan Press: 1949, x + 210 
pages. $2.00. 


This book is a scholarly and highly tech- 
nical study of the influence of the large 
city on the territory surrounding. It was 
written by a demographer of the Scripps 
Foundation for Population Research to show 
the extent to which large cities tend to be 
economic and social (in the broader sense) 
arbiters of the smaller communities around 
them. Although the book considers the re- 
lationship of the metropolitan center and the 
surrounding territory from the standpoints 
of service industries, wholesale trade, and 
manufacturing in addition to retail activity, 
the interests of the readers of this Journal 
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will be primarily in the findings on the in- 
fluence of population concentration on retail- 
ing. On this point, the substantive conclu- 
sions of the study are that the need for re- 
tailing service is so ubiquitous that retail 
establishments tend to follow the distribu- 
tion of population, and that retail sales vol- 
umes show—in the aggregate—little subtrac- 
tion of trade by metropolitan centers of 65 
miles or more away. Indeed, there appears 
to be a high degree of retail specialization 
beyond a radius of 45 miles from central 
cities. This brief conclusion is fully docu- 
mented, and is the first convincing attack on 
Reilly’s old law of retail gravitation. This 
study is sufficiently technical to be of little 
interest to the casual reader. But to the re- 
tailing firm contemplating branch operations, 
or to the chain-store firm operating outside 
of the larger cities, it is a highly important 
contribution and is to be recommended most 
earnestly. Lawrence C. Lockley 





The A & P and Monopoly 
(Continued from page 184) 
vention in the clinical workings of the 
market mechanism. It would touch the 
very core of the free enterprise system, 
for it would lead to a diminution of 
business aggressiveness that would 
amount to the “holding of an um- 
brella”’ over inefficient firms. It would 
exact a toll of higher prices for con- 
sumers. Above all, it confronts the 
people of the United States with the 

question : 

Is it, at this stage in our country’s develop- 
ment, no longer permissible for a concern to 
pursue the business methods of Henry Ford, 
which were so successful in raising the 
standard of living in this country? 
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To the Readers of the Journal of Retailing: 


For the past several years, we have held the subscription rates of 
the JOURNAL OF RETAILING at prewar levels. Now, we find it necessary 
to increase those rates since it is no longer possible to absorb in our 
budget the considerably higher costs involved in the printing and cir- 
culation of this publication. Therefore, as of this issue, the new rates 
for the several types of subscriptions will be: 


Domestic Saving 
one year A 4 ‘ ; cane 
two years , 30 cents (full price of 1 issue) 
three years : 1 dollar (full price of 2 issues) 


Canadian and foreign 


one year 2.50 P a i 
two years 4.50 ........50 cents (full price of 1 issue) 
three years 6.50 1 dollar (full price of 2 issues) 


Single copies 
current volume : (45 cents in quantities of 10 or more, 
if available) 
previous volumes ; (60 cents in quantities of 10 or more, 
if available) 


Reprints 
Prices quoted on request for quantities of 100 or more. 


We welcome your continued patronage of the JouRNAL oF RETAILING and will 
strive to make the articles in forthcoming issues interesting and rewarding reading. 


Cordially, 


2 ) DN Be 


T. Dart Ellsworth 
Editor 


P.S. We suggest that you take advantage of the savings in two-year and three- 
year subscriptions. 





